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Enjoy your cigarette! 
Enjoy truly fine tobacco that combines 
both perfect. mildness and rich taste in 
one great cigarette — Lucky Strike | 
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| 
| The Board of Directors has this 
| day declared a dividend of 2712¢ | 
| per share on the Common Stock, 
| payable October 2, 1950, to stock- | 
| holders of record at the close of j 
| business September 8, 1950. 
H. F. SANDERS, 
New York 6, N. Y Treasurer | 
August 25, 1950 

















| 
DIVIDEND NOTICE | 
The Board of Directors of Can 
ada Dry Ginger Ale. Incorpo- 
rated, at a meeting thereof hold 
on August 22, 1950 dec!ared the 
regular quarterly dividend of 
$1.0625 per share on the $4.25 
Cumulative Preferred Stock; a } 
quarterly dividend of $0.20 per j 
share and an extra dividgnd of i 
$0.10 per share on the Comm¢n 
Stock; all payable October 1, 
1950 to stockholders of record at i 
the close of busincss on Scptem- 
ber 15, 1950. Trans‘er books will 
not be closed. Checks will be 
mailed. 
Wo. J. WILLIAMS, 


> . V. Pres. & Secretary / jj 






































ANACONDA 


DIVIDEND NO. 169 
August 24, 1950 


The Board of Directors of 
Anaconda Copper Mining Com- 
pany has today declared a divi- 
dend of Fifty Cents (506) per 
share on its capital stock of the 
par value of $50 per share, pay- 
able September 29, 1950, to 
stockholders of record at the 
close of business on September 
9, 1950. 

Cc. EARLE MORAN 

Secretary and Treasure 

25 Broadway. New York 4, N. Y 
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C.1.T. FINANCIAL CORPORATION 


Dividend on Common Stock 


A quarterly dividend of $1.00 per share in cash 

has been declared on the Common Stock of 

Cc. L. T. FINANCIAL CORPORATION, 
iyable October 1, 1950, to stockholders of 

record at the close of business September 11, 

1950. The transfer books will not close. Checks 
\! be mailed 


FRED W. HAUTAU, Treasurer 
August 24, 1950. 
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NOW MORE THAN 200,000 BELL TELEPHONE EMPLOYEES 


ARE AMONG THE 970,000 OWNERS OF THE BELL SYSTEM 


A Business Democracy — The telephone 
business is an outstanding example of a 
business democracy. Nearly everybody uses 
the telephone. More than 550,000 men and 
women operate the business. And 970,000 


people own it. 


Big Gain in Employee Stockholders— About 
one American Telephone and Telegraph 
Company stockholder in every five is a tele- 
phone employee. These 200,000 men and 
women think enough of the business to in- 


BELL TELEPHONE SYSTEM 


vest their savings in it. In the next year or 
so, many thousands of other employees will 
complete payments on stock under the 
Employee Stock Plan. 


Good for Telephone Users — It’s the invest- 
ments of hundreds of thousands of small 
stockholders in all walks of life in every 
section of the country—all put together — 
that provide the dollars that build, improve 
and expand the best telephone system in the 
world for you to use at low cost. 
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About one family in every fifty in the United States now owns A. T. & T. stock. 
No other stock is so widely owned by so many people. 
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The Trend of Events 


TIME FOR SHOWDOWN ..... “Business as usual” has 
been declared incompatible with the public interest 
in the present state of emergency, but this appar- 
ently does not apply to labor. Emergency or no, there 
is no interruption in the annual parade of strikes 
and the latest railroad workers’ dispute is a par- 
ticularly flamboyant example of this attitude. Two 
railroad unions served a virtual ultimatum on the 
Government; either seize the roads or traffic will 
come to a standstill—thereby maneuvering the Presi- 
dent into a position in which he had no other choice 
but to take over. That is exactly what the unions 
wanted to happen. The ultimatum was designed to 
force the Government’s hand not only to seize the 
railroads but to make the Government itself deal 
with the union demands in the expectation of thus 
obtaining greater concessions. 

The Government, through a fact-finding board, 
has already intervened previously but the board’s 
recommendations were not satisfactory to the 
unions. The latter’s demands are equivalent to a 31¢ 
an hour pay boost while the fact-finding board 
recommended a settlement to cost about 18¢ an hour. 
The carriers accepted this, but the unions rejected 
it. Their expectation is that , 


labor has overplayed its hand. The President has 
made no attempt to conceal his keen disappointment 
over the railroad strike call. While he did not say 
so in as many words, it is clear that he felt himself 
double-crossed since the unions, only an hour before 
the strike call, had given him assurances that there 
would be no strike. Thus union leadership, with an 
ineptness difficult to believe, has succeeded in com- 
pounding irresponsibility with breach of faith. 

If the unions gain their ends, it would not be sur- 
prising if the Interstate Commerce Commission will 
later fix still higher freight rates and passenger 
fares. The public will pay and pay-—directly in 
higher charges and indirectly in added cost of all 
merchandise that moves over the rails—another 
powerful inflation stimulant. The whole incident is 
significant as evidence of labor’s attitude towards 
the use of strikes in what the President has called 
a crucial period. Labor is vociferously in favor of all 
Government controls on inflation except wages, and 
the rail unions have made it clear that they will 
continue to use their normal weapons to push wages 
up even if they have to coerce the Government. 

It is clearly time for a showdown. With the nation 
launched on an emergency de- 





fense program of maior pro- 


the Government will now help 
them narrow or eliminate the 
eight-cent an hour gap. 

By precipitating their latest 
step, the unions may gain a 
few more cents. After all, with 
elections coming up in Novem- 
ber, Congress and the Presi- 
dent will be sensitive to labor 
Pressure though it is just 
barely possible that for once, 








We recommend to the attention of our 
readers the analytical discussion of busi- 
ness trends contained in our column 
“What’s Ahead for Business?” This 
regular feature represents a valuable 
supplement to Mr. A. T. Miller’s stock 
market analysis of importance to in- 
vestors as well as to business men. To 
keep informed of the forces that may 
shape tomorrow’s markets, don’t miss it! 








portions, steps must be taken 
to free the economy once and 
for all from these recurrent 
threats of a breakdown in its 
transportation system. Unless 
the Administration shows 
firmness in this controversy, 
we fear that the country is in 
for a period of dangerous la- 
bor strife—at the very time 
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when nothing should be done to jeopardize the de- 
fense effort. If the railroad unions get away with 
their current attitude, it is a foregone conclusion 
that other unions will consider this as an open invi- 
tation also to use the emergency to press for ad- 
vantages. They are already doing it, in fact. The 
rail unions are not the only ones to continue strikes 
as usual. Obviously labor’s intent is that the wage 
part of the wage-price spiral will continue upward. 
If they succeed, the danger of inflation remains 
acute. 

The new wave of wage demands, feeding on price 
rises, already constitutes the basis for a growing 
strike flurry. Unless more sober counsel prevails, it 
may be 1941 all over again. The unions want all they 
can get before the wage freeze goes on. Industry, told 
to hold prices, is caught in a squeeze. Increases at 
General Motors, forced by the living cost formula, 
has added tremendous pressure on other companies, 
as has Chrysler’s subsequent voluntary pay boost. The 
threat of a squeeze in the supply of skilled manpower 
is aiding the trend, with managements less deter- 
mined to resist demands. If this continues, a full- 
fledged “fifth round” will have become a fact in short 
order with incisive inflationary repercussions. 


MACHINE TOOLS AND CRABMEAT.. . One of the 
incongruities of the West’s dealings with Russia, a 
country with which the United States is virtually 
at war, is found in reports from London, stating that 
British firms asking for machine tools for defense 
production are being told that they will be served 
after Russian orders are filled. 

Winston Churchill brought the subject into the 
open in 4 recent radio speech when he questioned 
whether British firms should be making tools for 
Moscow, some of which of a type required ‘‘for the 
manufacture and repair of tanks.” The Board of 
Trade confirmed that Russia has been getting British 
tools—$1.31 million worth in the first seven months 
of this year. And the management of Craven Broth- 
ers, Britain’s second largest engineering firm, said 
his company will be tied up for many months filling 
a $2.8 million order for Soviet Russia. Moreover, it 
was revealed, Russian inspectors are permitted to 
go into British factories to inspect the work on 
Russian orders. Naturally, in doing so, there is much 
that an expert can see which he shouldn’t see. 

It strikes us that this sort of thing is rather in- 
congruous in times like these. We appreciate that 
these goods are made for, and sent to Russia in ac- 
cord with the terms of the Anglo-Soviet Trade agree- 
ment. Russia in turn ships to England foodstuffs, 
lumber, feed . and crabmeat, to mention one 
Russian export article that has recently become quite 
famous. It is the same crabmeat, presumably, which 
Great Britain finds too expensive for home consump- 
tion, hence has been trying to sell in the United 
States. Were we to buy it, we would actually become 
a party to a deal which permits the Soviets to pur- 
chase in England the tools used “for the manufac- 
ture and repair of tanks.” Russian tanks—which are 
shooting at our troops in Korea. 

Isn’t it time to stop such nonsense? American 
longshoremen had the good sense to refuse to un- 
load the Russian crabmeat in U.S. ports. We feel 
that Britain should have the common sense to stop 


sending essential machine tools to Russia. Western 
solidarity alone, and the common interest vis-a-vis 
a deadly enemy, should dictate such a course. But 
apparently it’s just another case of “business as 
usual,” a case of subordinating the interests of trade 
to the necessity of firm and realistic action in a crisis 
which is endangering the world. 

British officials have stated that in supplying goods 
to Russia, Britain “has been careful to withhold any 
commodities which come into the category of strate. 
gic priority.” The complaint of British defense in. 
dustries in need of machine tools doesn’t bear this 
out. Somewhere something is very wrong in this pic. 
ture and it should be corrected without delay. 


ARGENTINA DEVALUES ... In an entirely unexpected 
move, Argentina devalued the peso for the second 





time in eleven months. The cut was a drastic one, | 


by fully 58%, with the new so-called free market 
quotation now 14.25 pesos to the dollar compared 
to the previous figure of 9.02 which had prevailed 
since last October 3, before which it had been 4.80, 
The devaluation has been so drastic, in fact, that 
some believe that at the new rate the peso may be 


undervalued, though it is now approximately what | 


dollars have cost in pesos in the black market. Thus 
one effect may be to curtail and eventually perhaps 
even eliminate illegal exchange dealings, though 
such an expectation may prove premature. 

The latest step which also does away with the 
heretofore complex system of nine different official 
exchange rates, is essentially an effort to bring 
Argentina’s exchange system more in line with reali- 
ties—a move long overdue. Another avowed aim is 
to attract foreign capital by giving a more realistic 
number of pesos for investments in dollars or other 
foreign currencies brought into the country. 
Whether it will achieve this end remains to be seen. 
It could help attract foreign investments if foreign- 
ers are given some positive assurance that they can 
repatriate their capital, as well as transfer profits 
from investments, at the same rate at which the 
capital was converted into pesos. In other words, 
much will depend on the nature of exchange regu- 
lations set up by the Argentine Government, as well 
as on the general treatment of foreign capital. 

The new quotation of 14.25 is a free market rate 
where the peso henceforth will be allowed to find its 
own level. Additionally, there will be two new basic 
and preferential rates for exports and imports at 
five and 7.50 pesos to the dollar, respectively, de- 
pending upon the commodity to which the rate will 
apply. Exports of hard-to-sell Argentine merchan- 
dise will be given the preferential rate, and imports 
of much-needed machinery and industrial equipment 
will be similarly facilitated. Devaluation thus is 
likely to stimulate sales of Argentine products and 
to hold out the promise of freer purchases of Ameri- 
can goods later on, if the former development proves 
successful. On the other hand, the new exchange 
rate will make much American merchandise more 
expensive which could have a restrictive effect on 
demand. But altogether, in view of the strong tone 
of world commodity markets and the low level of 
American exports to the Argentine currently, some 
expansion in Argentine-American trade seems feasi- 
ble. 
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BY ROBERT GUISE 


CONFUSION ABOUT FORMOSA 


or 

“Tw Administration recently has had some 
unhappy days with some of its top officials. Follow- 
ing repudiation of Navy Secretary Matthews’ ad- 
vocacy of preventive war in the name of peace, 
President Truman was compelled to deal with what 
seems an even graver conflict of opinion between 
our military and diplomatic authorities. This con- 
flict, as exemplified by 
the MacArthur §state- 


“DOWN GETTING THE MORNING EGGS” 


the case of Formosa, unlike that of Korea, we acted 
unilaterally and not as the agent of the United Na- 
tions. Nor do we have the support of some European 
and Asiatic member nations. 

It is known, for instance, that we have been at 
loggerheads with Britain about our Formosa policy, 
but the MacArthur incident is now reported to have 
increased British hopes 
that British and Ameri- 





ment on the military 
situation in the Pacific 
and the decisive strate- 
gic importance of For- 
mosa, has long been 
brewing. 

Our actions and poli- 
cy concerning that isl- 
and have been confused 
and at times contradic- 
tory in the past and the 
Chinese communists 
have now taken advan- 
tage of that fact. Their 
charges against the 
United States of ag- 
gression before the 
United Nations were 
obviously timed to give 
more propaganda am- 
munition to the Soviet 
delegate, Mr. Malik, al- 
though the world knows 
that they have no basis 
in reality. The Soviets 
and their helpers can 
have a field day with it 
and because of that, the 
timing of the MacAr- 
thur statement was ra- 
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can attitudes can be 
“harmonized” on_ the 
theory that American 
policy appears in fact 
only a temporary ex- 
pedient for the duration 
of the Korean war ra- 
ther than permanent 
strategy as proposed by 
General MacArthur. So 
far, the British Govern- 
ment has taken the at- 
titude that while it is 
prepared to carry out 
the United Nations pol- 
icy in Korea, it was not 
bound to join us in our 
decision to defend For- 
mosa. Our guess is that 
because of what has 
happened, it will not be 
easier but harder to 
‘harmonize’ Anglo- 
British differences. And 
that of course is un- 
fortunate. 

But paradoxical! as it 
sounds, the incident also 
has its constructive as- 
pects, for it has forced 


—— 








ther unfortunate. 

Largely for this reason, 

it appears, has the President attempted to suppress 
it. 

However, in asking General MacArthur to with- 
draw his statement in order “to avoid confusion as 
to the U. S. position,” confusion has been created 
rather than avoided, for doubt has arisen about the 
firmness of our policy. While the Administration has 
shown no signs of backing down on its guarantee of 
Formosa against attack, some question whether our 
stand on Formosa may be quite as resolute as the 
delicate situation in the Far East requires, and as 
the President himself implied in his June 27 state- 
ment reversing the earlier Administration policy of 
not defending the island. 

The situation is complicated by the fact that in 
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the issue and_ should 
make any vascillation, if 
such was the case, more difficult to justify if not 
impossible. The public is entitled to know where we 
are going and by what route, and will insist on it. 
The need for definite clarification of our policy is 
all the greater because of the outlook in Korea. 
While the short term picture there justifies optimism, 
the long term outlook is darkened by deep shadows 
coming from the North. General Mao is known to be 
moving troops towards Korea instead of concentrat- 
ing on Formosa. There are reports of the dispatch of 
big Russian tanks from Russian-controlled Dairen. 
Red China’s complaint that American and British 
planes had strafed Chinese territory could easily be 
an excuse for giving the North Koreans military 
help. 
While as yet there is no (Please turn to page 646) 
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Forces Determining 


The recovery move has slowed and is showing signs of tiredness, pointing at best to a trading 


range phase in the near future. In our view the 


Next Market Move 


o 


market cannot progress much further without 


more light on what’s ahead. We therefore advise against new commitments at this stage and 


favor prudent cash reserves for future buying opportunities. 


By A. T. 


— 

Ls month of August ended with the stock 
market pausing listlessly after having lost some of 
the ground gained during the seven-week rebound 
from the “Korean break.” Following a fairly sharp 
setback coincident with the threat of a nationwide 
railroad strike (which didn’t materialize) almost a 
fortnight ago, no real strength developed and though 
pressure was moderate, it led to a number of minor 
retreats. Thus at this writing, the Dow industrial 
average is some four points below its August 23 re- 
covery high of 221.51, reducing to about twenty 
points the net advance from the July 13 low of 197.46. 
It may or may not be of technical significance that 
the Industrials got up to just below the break-away 
level (around 224) established during the latter part 


MILLER 


of June, before backing away. At any rate, to judge 
by market action in the last few days, it looks as if at 
least a temporary top had been reached. 

There can, naturally, be no absolute certainty that 
this is so; still it would be a logical assumption. For 
one, it is inconceivable that the market under existing 
conditions will exceed its June bull market high of 
228.38 any time soon, though it has come quite close 
to it despite unfavorable or inconclusive war news, 
and the host of uncertainties in a semi-war economy, 
the exact shape of which is still obscure. While panic 
is behind and unreasoned fears have largely yielded 


to more sober appraisal, the road ahead is far from | 


clear. Until it becomes clearer, it is difficult to en- 
visage development of a wave of enthusiasm that 
could carry the general market much 
higher than it has been. 
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P MEASURING INVESTMENT AND SPECULATIVE DEMAND- od 


Market Still In Adjustment Phase 


Eight weeks have passed since the 
market buckled under the first impact 
of the Korean news. The new selectivity 
which began to develop shortly there- 
after, represented a more calculated 
adjustment to the conditions which ap- 
pear to be in prospect. The market cei- 
tainly is still in this phase, and it might 
as well be added that the efforts to ap- 
praise future earning power are neces- 
sarily fumbling and conjectural. It is 
pretty difficult to build a structure with- 
out a foundation, and that is exactly 
what the market has been trying to do. 
Understandably, any such attempt in- 
volves a considerable margin of error, 
subject to later correction. 
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INVESTMENT DEMAND 


Thus it is still a bit early to begin the 



































190 ™s ad a ei 95 division of stocks into “war” and 
iw PRICED STOCKS “peace” groups, or to develop firm con- 

180 J. SCALE AT RIGHT spowgys*2t T2228. 90 victions (except in clear-cut cases such 
*od,00%e jeooaer® | as the aircraft manufacturers) what 

110 © x SPECULATIVE DEMAND) .. industries will benefit or will lose as a 
~ ? result of the emergency. Similarly, 

160 Seo. e 80 most everything about the tax impact 
is guesswork, pending exact details. 





























100 LOW PRICED STOCKS 
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Nor can anyone predict the imminent or 
1% eventual temperatures of the “cold to 
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hot” war, or its duration. How can one 
one estimate what proportion of our 
productive capacity will ultimately be 
required for rearmament? What con- 
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trols will be established? How 
great a deficit will be incurred, 
and how will it be financed? |)70 
What will corporations be al- 
lowed to earn on Government | 16° 
contracts? None of these ques- | ; 59 
tions can be answered today. 
The point is that to-date we |!" 
simply do not have any solid | 130 
ground upon which to build | 230 
firm conclusions. 

The result is that price] 220 
movements of late have fre- 
quently been contradictory. | 210 
So-called “‘war” stocks were 
initially bulled up, then met] 200 
selling. Obviously in this cate- 
gory, the upthrust occurred |; 90 
completely in the dark about 
real potentials and many have 
been bid up to levels that dis- 
count profits which may not] ¢ 
be earned for quite some time. 
Similarly, there has been a re-] 60 
vision of ideas about “peace” 
stocks, formerly under pres-| *° t 
sure The process of reapprais-] 5 . 
al will doubtless go on as the 
prospective picture gains] 4 
sharper outline, and while the 
new patterns of selectivity 
may not be entirely swept 
away, adjustments from ex- 
tremes as well as to newly un- 
folding conditions will be the 
principal feature of nearer 
term markets, barring severe 
upsets which are bound to af- 
fect the entire list. 

Main prop of the recovery move was the conviction 
that the intensified defense effort removes any pos- 
sibility of a business let-down and guarantees high 
level economic activity for an indeterminate period; 
that neither taxes nor controls may be too severe in 
their impact, at least initially ; and that, consequently, 
the attraction of equities as investment media re- 
mains relatively undiminished. Lastly, that the de- 
fense effort carries distinct inflationary implications. 
These are the broad assumptions on which the market 
has been rebounding, plus the (wishful) thought that 
all-out war can be avoided. And most assuredly, the 
better tone of the news from the Korean fighting 
front aided greatly. 

The character of the news, whether political, mili- 
tary or economic, will have incisive bearing on the 
market’s near term course, despite the fillip which it 
received and is still receiving, from the flood of fav- 
orable business news including a long list of extra 
or stepped-up dividends and excellent earnings re- 
ports. Sentiment remains vulnerable to Korean de- 
velopments and in this respect, the possibility of 
Involvement with Red China has led to caution of 
late. As to taxes, EPT remains the biggest threat and 
recent efforts to make such an impost retroactive to 
October 1 has jarred the feeling that for the balance 
of the year at least, everything will be fairly clear 
Sailing. Were such efforts to succeed, it would be a 
severe blow to year-end dividend payments which are 
expected to reach a record high. 
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In our view, the market has reached the point 
where it cannot progress much further, on an over- 
all basis, without more light on what’s ahead. This 
applies to the whole gamut of uncertainties as pre- 
viously outlined, including the possibility of a spread- 
ing of the war. Even without the latter, chances are 
that our productive economy, even if slowly at first, 
is likely to shift to fuller war mobilization and all it 
implies. Moreover, the current wave of wage boosts, 
or strikes and strike threats to obtain them, is not a 
reassuring development. Even if production is not 
importantly interrupted by strikes, which would in- 
tensify or speed shortages, wage boosts lift costs and 
there is a question to what extent higher pay rolls 
must be absorbed by industry at the expense of pro- 
fits, and possibly dividends. 

The market to-date has been taking the more cheer- 
ful view of almost everything but the time has come 
when these assumptions must be borne out. It cannot 
progress indefinitely on guesswork or on a show of 
official optimism. While the optimism may be justi- 
fied, it still requires proof, and this will take some 
time. In the interim, a wait-and-see attitude appears 
to us the soundest policy, particularly if readers, as 
previously advised by us, already hold substantially 
invested positions. In our view, this is not the time to 
take on any extensive new commitments. The market 
is in a high area and has proved itself vulnerable 
to shock from various directions. Our advice is to sit 
tight and maintain adequate reserves for future buy- 
ing opportunities. —Friday, September 1. 
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How Much INFLATION  &,.t2sse¢ ine ene 


Through Defense Spending? 


By E. A. KRAUSS 


~ 
vn bulge in arms spending necessitated by the 
Korean war and the country’s need to keep its de- 
fenses on a preparedness basis has required a num- 
ber of important decisions, not the least of which lies 
in the field of financing the defense effort with a 
minimum of inflation. 

With budget deficits apparently taken for granted, 
some inflation-and perhaps a good deal of it—is 
widely regarded as inevitable. Yet barring total war 
and assuming that sensible policies will prevail, 
neither huge deficits nor any marked inflationary 
upsurge need necessarily accompany the rearma- 
ment drive. 

True enough, even before Korea, a budget deficit 
of $5.1 billion had been anticipated for fiscal 1951; 
but even without Korea, this calculation would have 
lost validity—just as estimates for fiscal 1950 did— 
in view of the revived business boom. Since Korea, 
some $16 billion has been added to the spending side 
of the Federal ledger which means that Congress 
will appropriate in excess of $50 billion in the cur- 
rent fiscal year. It may be several billion more, since 
new requests are expected next year. Even with the 
interim tax bill, producing some $5 billion annually, 
revenues are not expected to exceed $42 billion. This 
would point to a deficit that may run anywhere from 
$7 to $12 billion; actually however, no such thing 
will happen in fiscal 1951 as far as the cash budget 
is concerned. 

There are various reasons for it. The most impor- 
tant one is that there is a long time lag before the 
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ments. The Defense Depart- 
ment has to go through many 
stages of procurement plan- 
ning before it lets contracts. 
Then industry will have to 
retool, or otherwise get 
ready. Then only production 
can get under way, and that 
is likely to be well into the new year. 

When war production gets going in volume, only 
then will it have to be financed in volume. By that 
time, the 1951 tax bill presumably including EPT 
and other imposts will come to the rescue. To what 
extent remains of course to be seen and depends on 
the country’s willingness to tax itself. Meanwhile 
actual new cash spending for arms in fiscal 1951 
may come to no more than $6 to $8 billion and if so, 
the Treasury stands a good chance of approaching a 
balanced budget or at least get off with a far smaller 
deficit than many now fear. 


Large Debt Increase Can Be Avoided 


Barring all-out war, the Defense Department esti- 
mates that it will cost about $25 billion annually for 
at least three years and possibly longer to build up 
and maintain our defenses, provided the Korean war 
is won by next summer. Only about half of this 
amount would constitute extra outlays over and 
above recent budget figures for military purposes. 
With business booming, making for a high tax take 
on the part of the Government, and with tax rates 
boosted and an EPT slapped on, it might well be 
possible to finance the defense effort without ap- 
preciably increasing the national debt, now standing 
at over $257 billion and some $6 billion higher than 
a year ago. 

Just how Congress is expected to meet the situa- 
tion is apparent from the fact that the Senate 
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Finance Committee next year will begin work on a 
new tax bill to provide a total of $7 billion in new 
revenue, on top of the $5 billion provided in the 
emergency tax bill. The $7 billion would include EPT 
to the tune of $4 to $6 billion. Altogether it would 
mean $12 billion in new taxes or just about enough 
to cover added expenditures. The latter might grow 
and this would upset calculations. But on the whole, 
with realistic taxation and further cutting of non- 
essential Government spending, the gap between 
income and outgo may not become too great. 

Let’s assume, for the sake of argument, that we 
actually manage to balance the budget, which is 
entirely possible if the will to do so exists. Would 
this eliminate the threat of price inflation? It hardly 
would, unless proper steps are taken to prevent 
credit inflation. 

As it is, price inflation is already getting a head- 
start since counter-inflationary measures are not 
yet in operation or effective. Stepped-up defense 
spending has hardly begun yet; it took the mere 
prospect of it to spur demand and prices. Thus be- 
tween mid-June and mid-July, the cost-of-living 
index climbed 1.4% to the highest point in almost 
two years. Price rises for manufactured goods are 
coming thick and fast not because of shortages but 
the fear of them, or the desire to beat rising prices. 
There is plenty of money around, and it is suddenly 
being spent faster than before. Eventually, as the 
defense program gets into high gear and cuts into 
civilian production, there will be more to spend and 
less to buy, and new decisions will then be necessary 
to hold down inflationary pressures. 

Hence impending moves towards consumer credit 
curbs, mortgage credit restraints, and demands for 
tightening up on bank credit. One way to measure 
inflation is to watch the expansion of the money 
supply, particularly demand deposits, and these have 
been in a rising trend. Through most of 1949, the 
money supply was shrinking but in recent months 
it has been shooting up beyond its postwar peak in 
1948. This is a warning sign. 

Another is the faster rate of deposit turnover. 
People not only have bigger bank deposits but are 
using them more intensively. Check clearings, run- 
ning some 25% above previous years, are hitting a 
pace comparable to yearend holiday buying periods; 
and the trend of bank debits has been strongly and 
persistently upward for months, with a particular 
spurt since June. Similarly, business loans, have 
been rising vigorously. Clearly, it is in the field of 
money and credit where a formidable inflation threat 
is found. Yet when it comes to the question of 
applying effective antidotes, our top fiscal agencies 
are not of one mind. 

This was brought home again by latest develop- 
ments. The Federal Reserve Board announced a 
boost in the rediscount rate at New York from 114% 
to 134.%, with other Federal Reserve Banks to fol- 
low. While the practical effect of this is not too great, 
it signals a new drive by the Board to tighten credit 
and make money more expensive. In the wake of this 
move, call money rates, commercial paper rates and 
yield rates on bankers acceptances all have been 
upped modestly. At the same time, the short term 
interest rate has been boosted by the Federal Reserve 
Open Market Committee lowering the prices at 
which it will buy short term securities. 

But almost simultaneously, the Treasury gave 
blunt notice to the money market that it wants no 
Increase in loan rates. It announced that it will 
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offer two new 13-month Treasury issues paying 
114% interest, the same rate it is now paying for 
similar issues. The two actions plainly signify a 
basic difference of opinion on what monetary poli- 
cies are needed now. 

It is a conflict that has been apparent for some 
time. The Treasury, responsible for Government bor- 
rowing and meeting interest payments on the na- 
tional debt, has persistently advocated low interest 
rates to keep down debt service requirements and 
facilitate Federal financing, a policy frequently criti- 
cized as inflationary. The interest rate paid on Gov- 
ernment obligations pretty much sets the pace for 
the entire interest structure including private loan 
rates, and low rates make it easier to borrow money. 

The Federal Reserve Board made it clear where 
it stands on the subject of easy credit. In announcing 
the rise in the rediscount rate, it stated its readiness 
to use all means at its command to restrain further 
expansion of bank credit. In its anti-inflationary 
program, the Board had suggested that issues to 
be retired by the Treasury be replaced by a new one 
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with no limitation on the amount of bonds that could 
be bought by non-bank investors. Prior to that, the 
Board repeatedly, though unofficially, has advocated 
tighter consumer and housing credit and higher 
taxes, limitation of open market purchases of Gov- 
ernment securities by the Federal Reserve, higher 
short term interest rates and higher bank reserve 
requirements, as means of heading off inflation. By 
taking these steps, the Board feels, allocations, price 
and wage control, and rationing can be avoided 
' unless there is total war. 


Pay-As-You-Go Not Enough 


This program follows the line of thinking that 
while effective restraint of inflation depends on the 
willingness of the American people to tax themselves 
adequately so as to meet Government needs on a pay- 
as-you-go basis, taxation alone will not do the job 
unless there is parallel and prompt restraint in the 
area of money and credit. Doubtless the Federal 
Reserve Board is seriously alarmed by the infla- 
tionary forces now at work. It is trying to show the 
way by pointing out the superiority of fiscal and 
monetary anti-inflation measures over direct con- 
trols, particularly under limited mobilization. In line 
with its policy, further steps to tighten credit would 
not surprise; there is talk of a possible increase in 
reserve requirements of the banks in order to reduce 
their lending power by freezing a larger part of their 
assets. 

The Treasury would hardly welcome this unless 
it were certain that defense expenditures could be 
met by higher taxes instead of requiring heavy bor- 
rowing, because if it must borrow heavily, it will 
have to look to the banks to buy large amount of 
Government securities which in itself is highly infla- 
tionary. But if banks have to comply with bigger 
reserve requirements, they will have less money to 
lend to the Treasury. Apart from that, it would tend 
to stiffen money rates whereas the Treasury, for ob- 
vious reasons, wants interest rates on Government 
securities held at present levels. This was made 
amply clear by its latest refunding action. 

Conceivably, with ultimate monetary needs for 
defense still conjectural, the Treasury feels that now 
is not the time to set the pattern of interest rates 
to guide the financing of the defense effort, that the 
time will come later when the extent of necessary 
deficit financing has become clearer. If so, there 
is logic in this reasoning. The only drawback is that 
it also means at least deferment of anti-inflation ac- 
tion in a field where such action is badly needed. 


Congressional Reluctance to Stem Inflation 


The will to apply inflation antidotes so far ic 
conspicuously lacking on the congressional front. 
Reluctance to crack down on non-essential Govern- 
ment spending keeps inflationary fires boiling con- 
tentedly in various directions, via housing and farm 
price subsidies, various pork barrel projects and fail- 
ure to divert ECA aid to European military needs. 
Yet elimination of non-essential spending would go 
far towards checking inflation; certainly there is no 
need today for price sustaining measures, ambitious 
social projects or anything that smacks of pump- 
priming. 

Unless such antidotes are applied, further infla- 
tion is a foregone conclusion and in that event the 
Treasury has good grounds for concern if faced with 
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the need to raise many billions not only for war and 
defense but for uncurtailed squandering on other 
things. The trouble is that truly effective measures 
are politically unpopular, hence doubtful; and be- 
cause this is so, apprehension of inflation is certainly 
not without justification. 

There has never been a major war that did not 
bring in its wake some degree of inflation, because 
it was never feasible, politically or otherwise, for 
the Government to take away from the people in 
taxes, or absorb in form of bond investments, as 
much as it was spending for the war effort. Such 
spending being unproductive, excess purchasing 
power and shortages were a logical consequence, 
with price-stimulating effects despite attempts to 
hold them down via controls. Inflation simply results 
from an increase in the supply of dollars chasing 
goods without a commensurate rise in the goods 
supply. 

The process by now is well known, but it can be 
stopped by resolute measures, taken in time. As 
stated, these include sufficient taxation and other 
efforts to balance the budget (by cutting down non- 
essential Government spending). Equally important 
is to keep production of civilian goods as high 4s 
possible, after military needs are met, to assure an 
ample goods supply and avoid serious shortages. In 
this respect, considering our greatly increased pro- 
ductive capacity and the limited nature of mobiliza- 
tion to-date, we are far better situated than in pre- 
vious wars and this should help considerably in 
reducing the inflation potential. An important point 
is to avoid strangulating Government controls over 
production. 


Price Control Not Ideal Solution 


It is for this reason that price control, at this 
juncture, is not regarded as an ideal solution. For 
one, it could not be effective without wage control 
and other restrictions, that is complete economic 
regimentation which invariably works against a bal- 
anced production effort. Even then, it could only 
postpone but hardly prevent the manifestations of 
inflation as our experience during and after World 
War II has shown. As soon as price control was 
removed, the inflationary factor was strongly felt. 

Still price control may eventually become neces- 
sary, because we may reach the point where wage 
control will become imperative, and we cannot have 
one without the other. The new wave of wage de- 
mands by organized labor is not a good omen; and 
it seems probable that there will be no wage freeze 
until after at least another round of wage hikes. 
If so, the effect on prices must be obvious, since 
wages are the largest factor in production as well 
as personal income. Wage hikes are clearly infla- 
tionary. 

To sum up, inflation can be prevented by keeping 
purchasing power in line with the available goods 
supply. The degree of inflation we shall have will 
be determined by the gap between the two, that is 
the excess of disposable income, the money and credit 
supply over the goods supply. Hence the need to 
throttle down the former by taxes, absorption into 
bond investments and credit restraints; and to main- 
tain highest possible civilian production within the 
limitations imposed by military requirements. 

The war in Korea has had such upsetting effects 
upon our prices and our economy because the coun- 
try was already in an in- (Please turn to page 639) 
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By RICHARD COLSTON 


~ 

Tes abrupt and important transit of the 
economy into limited military production, at a time 
when business activity was already booming, focuses 
attention on the status of corporate financial re- 
sources. Despite record accumulations of working 
capital in postwar, new elements coming to the fore 
suggest that drains on liquid resources may become 
substantial, hence inviting caution lest liquid asset 
holdings may prove inadequate to meet increased 
requirements, or to assure dividend stability. 

The foregoing of course applies in greatly varying 
degree, depending on basic working capital needs in 
different forms of enterprise and the extent they 
may embark upon military production. The field to 
consider logically narrows to manufacturers, whose 
current capacity in relation to present requirements 
and prospective activities may prove significant, 
whose conversion costs would be considerable and 
who would be forced to carry much larger inven- 
tories at relatively high prices. Also entering the 
picture is the prospect for profit restrictions on Gov- 
ernment business, rising operating costs, and tax 
inroads on earnings normally relied upon to create 
capital. In combination, these influences may im- 
pose quite a strain on working capital positions, in- 
tensified by the probability that all corporations will 
soon have to pay income taxes more promptly than 
before, on a quarterly “current” basis, and at higher 
rates at that. This will do away with the temporary 
use of tax reserves as working capital, as was often 
the case in the past. 

In a broad manner, of course, the business world 
never was so strongly fortified, physically and finan- 
cially, to maintain high level production and expand 
military output as at the present time. According to 
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the Securities and Exchange Commission, the net 
working capital of U. S. corporations at the end of 
March, 1950 reached a new record level of $69 bil- 
lion, up $1.3 billion in the short space of three 
months. This new peak compares with $51.6 billion 
at the end of World War II and a modest $24.5 bil- 
lion in 1939. : 

The showing was even more encouraging, consid- 
ering that in the first quarter the corporations in- 
vested $3.4 billion in new facilities, more than cov- 
ered by $3.6 billion accruals from depreciation and 
retained earnings. To achieve the $1.3 billion gain in 
working capital, long term borrowings accounted 
for about $600 million and sales of $500 million stock 
added to the tally. More importantly, corporations 
held more than $40 billion cash and governments on 
March 30, an amount equal to 72‘: of current lia- 
bilities compared with 61° at the end of 1948 and 
about 45° in years immediately preceding 1940. 
Hence corporate liquidity has continued to improve 
impressively. 


Chief Gain Among Manufacturing Companies 


The SEC states that manufacturing companies 
accounted for most of the increase in working capi- 
tal shown for all corporations in the March quarter. 
Trade companies, railroads and mining concerns ex- 
perienced a small decline in net current assets, while 
an increase by electric and gas utilities and com- 
munication companies was only moderate. The show- 
ing presented, accordingly, may be considered quite 
pertinent to our discussion. As said, however, full 
allowance must be made for the widely varying 
financial status of individual companies and the in- 
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creasing array of new problems they may now face. 

While the amount of new military business in 
relation to the national product is often cited as 
being relatively modest, the impact of the decision 
to rearm on manufacturing costs since June has 
been significant. In the scramble to accumulate in- 
ventories in almost every industry, prices for raw 
materials have risen sharply, and with labor unions 
in every field being granted, or asking generous wage 
boosts, it is hard to envisage how unit valuations in 
inventories stand much chance of receding. Add to 
this the prospect that in many situations, military 
production will supplement civilian output, rather 
than merely offset a curtailment in the latter, and it 
can readily be seen that inventories, both physical 
and in terms of dollar valuation, may sharply spurt 
to strain working capital. 


Possibility of Conversion Costs 


As for conversion costs, for some time to come 
these might cut into cash holdings considerably, al- 
though through accelerated amortization, as in the 
last war, or by Federal assistance, these problems 
may be gradually ameliorated. Some industries, such 
as carpet manufacturers, had to shoulder heavy con- 
version costs in the last war in substituting equip- 
ment to make duck. While the Government has 
numerous plants in stand-by condition that could be 
reactivated, practical considerations more frequently 
may induce managements to construct new facilities. 

As a sample, International Harvester recently re- 
ceived a letter of intent involving a large military 
order and promptly took steps to build a sizable 
new plant in Chicago, specially adapted to the pros- 
pective work, although prices to be paid for the 
goods, or their costs, as yet have not been deter- 
mined. Even where present facilitias are large 
enough to absorb military production, entirely new 
equipment will have to be installed by many con- 
cerns at a time when tool and machine prices have 
soared, 

Proposals now being considered by Congress to 
shorten the period during which corporate taxes 
must be paid are another matter that seems likely 
to take a slice out of working capital. Corporate taxes 
under current rules could be paid quarterly in the 
following year, thus leaving them available to bolster 
working capital for quite a while. As matters now. 
look, such an advantage will soon disappear when 
corporate tax payments, just as already in force in 
the case of individual income taxes, will be placed 
on a virtual “pay-as-you-go” basis. In consequence, 
many corporations will have to revise their working 
capital potentials very substantially. 


The Tax Problem 


This problem will become more acute when the 
new tax rates are announced and the question settled 
as to how far back they will be made retroactive. 
In reporting net earnings for the first half of 1950, 
a few conservative managements have set up tax 
reserves to allow for a prospective tax rate of around 
45%, but the number has been very few. Further- 
more, in no case has allowance been made for the 
imposition of excess profit taxes, as neither their 
effective date nor their rate has yet been determined. 
Nevertheless, their weight will sooner or later have to 
be shouldered and their impact on cash resources 
must be anticipated. 
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Altogether, these threats to working capital posi- 
tions add up to something for investors to study 
rather carefully in appraising the merits of shares 
in which they may be interested. This is especially 
true, in considering the outlook for stable dividends 
in some cases. If working capital needs become pres- 
sing, company directors naturally will adopt by con- 
servative policies, and the proportion of retained 
earnings may have to be enlarged at a time when 
higher depreciation on more costly postwar improve- 
ments, heavier operating costs and taxes seem. cer- 
tain to impinge on net earnings. 

On the brighter side of the picture is the fact that 
a great many—probably the majority—of large manu- 
facturers will experience little difficulty in finding 
a satisfactory answer to these new problems, and 
will continue in a position to pay liberal dividends. 
The larger concerns have strengthened their work- 
ing capital positions generally at a faster pace than 
most of the smaller enterprises. At the end of 1949, 
for example, the ratio of current assets to current 
liabilities of all corporations with assets in excess 
of $100 million expanded from 2.7 to 3, while hold- 
ings of cash and government securities relative to 
current liabilities rose to 1.16 from .84 in the preced- 
ing year. In other words, for every dollar of short 
term liabilities outstanding, the composite list of big 
concerns had on hand another $1 of virtual cash with 
which to pay, creating an almost impregnable finan- 
cial position for the group as a whole. The basic 
advantage, not the least also from an investment 
standpoint, of ample working capital to cushion any 
prospective shrinkage of liquid resources needs 
hardly be stressed, of course. 


Some Examples 


In the appended tabulation, we present statistics 
pertinent to 18 selected manufacturers, showing the 
composition of their current assets as of June 30, 
1950, compared with a year earlier, together with 
their current liabilities, net working capital and cur- 
rent ratios. To clarify their position further, we 
include long term debit outstanding on the dates 
cited, as well as their total assets, capital and surplus. 

Let’s examine a few of these situations and 
briefly discuss them from the angle on which our 
article is based. American Brake Shoe Company is 
well situated to step up production without incurring 
heavy conversion costs, and directly or indirectly 
this specialist in the manufacture of railway and 
automotive brake shoes and linings, plus a long list of 
alloy castings and forgings, should receive a good 
deal of military business. 

In postwar, the company substantially increased 
its capacity, but due to the lag in demand for rail- 
road equipment since the end of 1948, its activity 
lessened, leaving considerable room for expanding 
production. To some extent the sharp step-up in 
production of freight cars will take up the recent lag 
in demand for the company’s output and tend to en- 
hance its earnings potentials. From our table it will 
be seen that the company’s financial status is quite 
strong, with cash and governments more than cover- 
ing all current liabilities. A current ratio of 3.5 
should comfortably permit expanded operations with 
little or no strain. 

American Woolen Company, despite an abrupt 
downtrend in earnings last year, managed to pre- 
serve its working capital of $56.8 million as of June 
30 at exactly the same (Please turn to page 646) 
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Beensi factors—pertaining directly to 
the railroad industry’s promising earnings outlook 
—as well as external influences stemming from the 
Treasury’s determined stand to maintain an easy 
money policy and low interest on all forms of credit 
in the face of growing opposition—have combined 
to place railroad bonds in the most favorable posi- 
tion of years. 

Add to these basic considerations the sheltered 
tax status enjoyed by fixed interest bearing securi- 
ties, regardless of EPT levies, or higher regular 
imposts, and a well-founded case can be formulated 
for the desirability of including selected of rail 
obligations in diversified portfolios. 

At the same time, the investor must realize that 
bonds of railroad companies differ greatly in quality, 
hence they must exercise discrimination; and they 
should also understand that the reason vields are ap- 
preciably larger than on industrial or utility liens, is 
that greater risks are present and that the industry 
has had many rises and falls in the last 25 years. 

Although the industry in 1950 has been beset by 
many ills, notably through work stoppages in fields 
which contribute heavily to revenues, it passed the 
half-way mark, in June, with every promise of 











having its most prosperous peacetime 
year in the last two decades with the 
single exception of 1948. 

If the investor is seriously thinking of 
becoming railroad ‘‘bond-minded” he 
should at all times know what progress 
the industry is making in improving its 
position, if any. That is why the 1950 
picture is so interesting and enlighten- 
ing; it offers real evidence for the return- 
ing popularity of carrier bonds, especially 
of the speculative and semi-speculative 
variety which more truly reflect senti- 
ment than highest grade liens which move 
narrowly in accordance with the primary 
investment market. 


try’s situation as the final quarter of the 
year approaches: 

(1) Total operating revenues should 
approximate $9,000,000,000. This would 
establish a new peacetime record ex- 
ceeded only by the $9,671,700,000 gross 
of 1948 which surpassed all years. The 
gain over 1949 should amount to more 
than $400,000,000. 

(2) Approximately  $1,000,000,000 
would be the industry’s “available” for 
fixed charges compared with $900,700,000 
for 1949 and $1,172,000,000 for 1948. 

(3) All fixed charges combined for 
Class 1 carriers should not exceed $410,- 
000,000. This, especially important from 
the standpoint of bondholders, would es- 
tablish a brand new low. 

(4) Such fixed charges, it is estimated, will be 
covered 2.50 to 2.60 times. If the latter figure is 
attained, a new modern record will be established 
with the sole exception of 1948 when all charges 
were earned 2.76 times. The highest coverage in 
the war period was 2.55 times, in 1943. 

(5) Net income, after all charges, fixed and con- 
tingent, can be estimated at between $590,000,000 
and $610,000,000, depending on the ultimate tax treat- 
ment of corporations for the remainder of the year. 
In 1949 combined Class 1 net was $438,100,000; in 
1948, $698,100,000; in 1947, $478,9900,000; in 1946, 
$287,100,000; in 1945, $450,400,000, and in 1944, 
$667,200,000. 


Funded Debt Greatly Reduced 


In reviewing the foregoing statistics, net income 
is far less important in appraising the railroad 
bond situation than the other figures. Fixed and 
miscellaneous interest charges come prior to taxes, 
although as a matter of common practice, the degree 
of coverage, as in the accompanying tabulation, is 
after taxes. Obviously, this factor of safety would 
expand if it were calculated before tayes. 

Railrcads have made tremendous strides in recent 
vears, particularly in the period, beginning with 
1938. Funded debt of all kind, except that portio 
which remained unpaid after maturity, decreased 
from $9,935,000,000 in 1938 to $8,984,600.000_ in 
1943. Then, from the latter vear, it declined to 
$6,852,000,000 in 1948. No later official statistics 
are available, but a further contraction is known 


sto have taken place in both 1949 and 1950, largely 


through open market bond purchases by the road: 
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themselves. At the same time, despite capital ex- 
penditures of more than $7,000,000,000 in the 
1940-49 decade on top of the great reduction in debt, 
the industry’s working capital position was streng- 
thened to peak levels, and at the close of 1949, net 
quick assets of all Class 1 railroads approximated 
$1,370,000,000—up from about $535,000,000 in.1940. 

The industry has thus come a long way from the 
unsettled bankruptcy era of the 1930’s, and what 
has been done to reduce debt and charges, build up 


_ finances and improve operating efficiency has been 
_ responsible for growing and well-maintained friend- 
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liness in investment circles toward rail bonds. 
High Grade Rail Bonds 


No better evidence of this is needed than the fact 
that as a group, highest grade railroad bonds at the 
present time sell almost exactly on a par with 
similarly rated public utilities—on about a 2.69 yield 
basis—and are held in only slightly less esteem than 
top industrial liens which sell on about a 2.50 yield 
basis. 

Broadly speaking, the railroad bond market may 
be divided into three major classes, although many 
other shadings of quality are possible and are used 
by investors. 

The first of these groups would include bonds 
which range in grade from high to highest, and ten 
representative issues of this type are included in the 
appended table. However, because the list of top 
quality rails is comparatively small and because the 
average investor is usually interested in higher 
vields, he must be satisfied with something less in 
quality—in good to medium grade bonds, which form 
the second class. 


This is a much larger and more comprehensive 
group and it embraces most of the important sys- 
tems of the nation. There is a wide range of choices 
beyond those shown and for the most part regular 
interest payments are assured. 

Finally, in order to obtain still more in the way 
of return and generally to participate in price appre- 
ciation which the general market may experience, 
investors may turn to any one of a hundred, or more, 
speculative or low-grade bonds, which comprise the 
third main segment of the rail bond group. 

This particular section of the bond market can, 
in turn, be sub-divided into three parts. The first 
represents issues of the fixed interest category; the 
second is made up of “income liens” which do not 
enjoy effective mortgage protection, and the third 
comprises issues of roads undergoing reorganization. 

The latter list has diminished steadily in the last 
ten years as case after case has been completed and 
new securities issued. Only a few bankruptcy or 
capital adjustment programs, remain to be com- 
pleted and of these, only the Missouri Pacific is of 
much importance in point of size. No bonds of bank- 
rupt systems have been included in our table. 


Medium and Lower Grade Issues 


Assuming the investor is willing to give up some- 
thing in the way of quality to secure higher yields, 
medium and lower-grade bonds are most attractive 
at this time. Such issues enjoy an advantageous posi- 
tion in reflecting activity predicated on what the 
individual carrier is doing in the way of earnings. 
They also are favored, under existing market condi- 
tions, by a natural overflow of investment money 
seeking an outlet other than common, or secondary 
preferred shares. (Please turn to page 644) 






































Statistical Data on Diversified List of Railroad Bonds 

Amount Price 

Outstdg. Call 8 £———-—— Fixed Chgs. x Earned ———— _ Range Recent Yield 

($ million) Price 1940 1947 1948 1949 1950 Price % 

High Grade— | 
|Atch., Top. & S.F. Gen. 4s, 1995 $152 *NC 2.35 8.45 10.90 9.00 13 136-126 129 2.86 | 

|Chesapeake & Ohio 412s, 1992 48 *NC 5.00 5.05 4.15 1.98 13356-124 131 3.09 

|Ch., Burl. & Quincy Ist 3%s, 1985 59 105% 1.45 5.82 5.85 3.65 104 -100 102 3.38 
Great Northern Gen. 3¥s, 1990 37 105 V.25 3.93 4.65 3.45 102 - 96 101 3.09 
N. Y., Ch. & St. L. Ref. 3s, 1986 39 10558 1.50 3.35 5.30 4.45 100%2- 97 100 3.00 | 
Norfolk & West. Ist 4s, 1996 38 *NC 15.65 18.40 21.45 11.80 1332-126 129 2.98 | 

Pennsylvania Cons. 41s, 1960 5 48 *NC 1.60 1.20 1.58 1.26 115-112 13312 2.93 
Sou. Pac. SF Term. Ist 33s, 1975... 22 103 Lor 2.70 2.90 2.48 10312-100 101 3.32 | 

Texas & Pacific Ist 5s, 2000 24 *NC 1.40 2:75 3.45 245 1332-128 1332 4.81 

Virginian Ist 3s, 1995 58 11058 3.95 5.05 4.75 2.68 101 - 94 99 3.02 
| Medium Grade— | 
| Atlantic Coast Line 4s, 1964 32 *NC 1.30 2.48 2.93 2.82 108 -101'2 106 3.94 | 
Ch., Mil., St. P. & Pac. Ist 4s, 1994 57 10434 1.05 4.70 4.00 315 10412- 997% 103 3.86 | 
Chicago Gt. West. Ist 4s, 1988 7 100 2.28 3.49 5.15 3.75 94 - 86 94 4.32 | 
|Delaware & Hudson Ist 4s, 1963 a 107'2 BS 3.50 4.15 2.25 9932- 90 $6 4.41 | 
Erie Ist Cons. G 3%s, 2000 40 10512 1.02 2.75 4.30 2.60 88 - 80 88 3.68 | 
Illinois Central Ref. 5s, 1955.........cc.ccccee Z 107%2 1.10 2.40 3.05 255 108 -106%4 107 3.46 | 

Pennsylvania Gen. 41s, 1965 125 *NC 1.60 1.20 1.58 1.26 105%4- 9938 105 4.05 
| Southern Ry. Cons. 5s, 1994 92 *NC 1.45 1.95 2.50 1.93 121-111 119 4.01 | 
| #Speculative Grade— | 
Baltimore & Ohio Ist B 4s-5s, 1975 66 105 1.85 1.90 2.55 1.85 98 - 846 98 5.10 | 
Central RR of N. J. 3%s, 198710............ 48 100 0.45 0.95 1.65 1.95 50%- 40’ 49 6.63 | 

Chicago & North. West. Inc. 41s, 1999 75 101% 3.80 S02 5.80 PY so 66 - 50’ 65 6.92 
Illinois Central 434s, 1966 35 10242 1.10 2.40 3.05 2.55 97 - 88 94 5.12 | 
lehigh Valley A 4s, 2003 ..0.....0.cccccccccscesen 9 100 0.95 0.80 1.50 1.20 63 - 50 63 6.34 | 

Missouri-Kan.-Tex. AT AO, UNOPS 205. sacisccssonsss 13 100 0.50 2.35 3.90 3.30 99\2- 72" °7 5.16 
N. Y. Central Ref. 4¥2s, 2013.........ccccccceces 96 110 1.20 1.06 1.45 1.25 72%2- 5834 71 6.34 | 
St. Lovis-San. Fran. Inc. 4Y2s, 2022 45 100 0.45 3.80 3.95 3.25 7a - 74 6.08 | 
‘Seaboard Air Line Inc. 4¥s, 2016................ 44 100 0.65 5.00 6.55 6.15 90%4- 7512 90 5.00 | 

*Non-callable. #Yields on this group are on current return basis. 
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By E. K. T. 


HOPE that partisan politics might be laid aside after 
the first clash of charges over responsibility for the 
war in Korea evidently won’t be realized. Scandalous 
situation on Capitol Hill is the manner in which the 





WASHINGTON SEES: 


Labor-management war in the railroad industry 
was just another touch of grief to a system which 
has both the military and the civilian agencies in 
Washington worried. Heads of these departments 
realize the roads cannot be rehabilitated by the 
stroke of a Presidential pen or by accord between 
the embattled operators and workers. The prob- 
lems are deep-rooted and numerous. Their solu- 
tion may call for drastic measures before adequate 
rail transportation can be expected. 

The overworked term “crisis” is being applied 
to the rail situation by government specialists who 
aren't thinking only in terms of wages, hours, and 
interpretation of rules. They shudder to ponder 
what might have happened to the national trans- 
portation system were it not for the almost 100 
per cent increase in over-the-road freighting sys- 
tem in the past decade. If trucking had not lifted 
huge tonnage from the tracks, the backlog of rail 
shipping, bad as it is considered to be now, would 
be immeasureably worse. The supply of freight 
cars is at one of its lowest points in recent history; 
new ones are going into service only to about the 
same extent as old ones are being scrapped. And 
there are more frequent, and more lengthy, lay- 
ups of ancient equipment for repairs. 

On the horizon are additional worries: move- 
ment of war materiel isn’t near its peak yet, and 
there is a grain crop to be carried soon. Troop 
movements may yet strain the supply of passenger 
cars. 

Under serious consideration in Washington is 
immediate allocation of steel to railroads to con- 
struct equipment; or, as an alternative, building of 
cars by the government as a defense item—which 
it is. 
cal 
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world situation is being taken advantage of, tortured | 


to promote the contending parties. Impact of the war 
upon legislators’ thought perhaps is typically re- 
flected in the request of Senator Matthew M. Neely 
(granted) to postpone vote on economic controls so 
he might attend a party rally. Neely’s appraisal: 
“The most important thing this side of the grave to 
the people of the world is the success of the demo- 
cratic party in the coming elections.” 


FARM LAND prices appear to be following the pattern 
usual in time of war or threatened war—going up- 
ward. The Korean situation, says the Bureau of 
Agricultural Economics, has raised the income index 
to a point not touched in the past three years. That 
is attracting purchasers, marking up selling prices. 
Department of Agriculture points out that mortgage 
debt level could be raised higher without danger to 
relieve other pressures. 


CHEERING word from two well-informed sources 
should go far to allay growing fear of a long war, 
and of one disruptive of existing business and in- 
dustry. A congressman emerging from a Presidential 
conference quoted Mr. Truman as optimistic of early 
decisive success in Korea, gave a report faintly 
reminiscent of the cry “out of the trenches by Christ- 
mas,” heard in World War I. And Commerce Secre- 
tary Sawyer added this: ‘“‘There is nothing in the 
fundamental situation which justifies any idea that 
we can’t meet, with reasonable restraint, military 
demands in Korea, or anything that follows.” 


CONGRESS, at least the upper house, seems de- 
termined to force the President’s Council of Eco- 
nomic Advisers to return to the role which it was 
created to fill, namely, to advise the President. The 
Council crashed on the rocks of dissent over whether 
CEA was to carry its functions beyond the White 
House and lobby before congress. Dr. Edwin G. 
Nourse gave up the chairmanship rather than go 
along on that notion with Leon Keyserling; then 
Keyserling was appointed chairman with implied 
direction to essay the role of legislative advocate. But 
the senate, drafting economic controls, has ignored 
Keyserling. The freeze-out is considered significant, 
setting precedent for future policy. 
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Proof already is at hand that 1950 may be a bad 
election year for sitting United States Senators. They're 
faring worse in primaries than house members are -- and that 
goes for both parties. The reasonfor this is not clear, but it 
is probably a good guess that the country is dissatisfied with 
the handling of international affairs in the past two years, 
is taking it out on members of the house of congress 
identified with treaty approvals and having the most 
effective voice in creating and implementing world politics. 
































There are other reasons, naturally. Several 
sitting Senators entered primaries opposed by House members 
who are tops in campaigning and have outstanding records. 
Senator Pepper fell victim to Rep. Smathers on those scores. 
Rep. Monroney had little difficulty disposing of veteran 
Senator Thomas in Oklahoma. Senator Taylor of Idaho, carrying 
the stigma of party desertion plus that of consorting with 
Henry Wallace's 1948 red fringe, faced his predecessor in 
the upper house, D. Worth Clark, and went down. 

















contests. Altogether 220 House members were challenged in primary fights, but only four 
failed to win. Nine Senators still await re-nomination .., or defeat. One of these is 
Senator Tydings of Maryland, a veteran who has the fight of his life on his hands. He is 
expected to clear the primary, but it may be a different story in the election: his part in 
clearing State Department employees of red charges levelled by Senator McCarthy hasn't 
settled well in the rural areas of the Free State. Tydings was chairman of the inquiry com- 
mittee, helped write the report, was its public defender. 























One of the smallest states in the Union, Connecticut is a major fighting ground 
this year. The state usually votes democratic in national elections when the Presidency 
is involved, goes into the republican column at other times. And two sitting democratic 
Senators are running this year -- Brien Mc Mahon and William Benton. The GOP isn't sparing 
money or effort to pick up those seats. Chester Bowles, running for re-election as 
governor in the Nutmeg State, reportedly has lost much ground in the past two years (he 
barely slipped into office two years ago -- a few hundred votes) ; if the reports are true, 
he may drag the entire ticket down to defeat. 
































Both parties expect the Korean situation to help them. Obviously one must be 
wrong. There's no dependable precedent. In past wars the party in power lost congressional 
seats, but inno instance was there anything approaching a rout. The republicans would have 
to hold all present strength, defeat nine democrats to win the senate, need almost 50 house 
seats to control the lower branch. That's a large order to fill, especially when the plea 
"don't change horses" is sounded, as it is certain to be. 




















Turkey is putting an expensive price ticket on its offer of 4,500 troops to fight 
in Korea. The republic wants admission into the Atlantic Security Pact, and all that goes 
with that affiliation. The Truman Plan safeguards Turkey against Red aggression, but the 
Turks want full membership and prerogatives. The fact that their country isn't even an 
Atlantic nation isn't lessening the demand; neither is Italy they point out, and, of 
Course, they are correct in that position. What concerns the State Department is this: 
if Turkey is admitted to the Atlantic Pact, will other nations immediately demand in 
also -- Iran, Greece, etc.? = 





























Little noticed yet backed by a large on-the-ground lobby, a new exemption from 
federal income tax payment is slipping through congress. It's a bill to free pensioners 
under the Civil Service Act from paying any federal levy on their monthly checks. Wash- 
ington's largest industry being government and its employees civil servants, pensioners 
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here run into the thousands and have been telling their story to congressmen with real 
effect. 


Senators suspect their colleague, William "Wild Bill" Langer of North Dakota, 
is trying to set himself up as a one-man war contracts investigating committee. He's 


ee ree 


backing into the role. Langer is author of a resolution for a senate investigation of the 


























materials, to manpower and transportation, to the wisdom and extent of federal controls, 
to monopoly. 










































Provocative guestions already are being tossed out for background which should 
whet public interest -- and that obviously is Langer's purpose in asking them. He wants to 
know whether large amounts of cement are being withheld from the market, pending further 
price increases; whether the government is hoarding cement ; whether existing shortages 
are the result of unlawful action by persons or groups. Langer isn't running for re-election 
this year, so he proposes that the study take place at once, continue to Jan. 15, 1951. 
Since he won't be campaigning, he would be ina position to make a one-man investigation. 



































The steel industry clings to the hope that allocation of its product can be 
avoided. The alternative would be a voluntary program of putting first needs first and 
Steel men are telling congress that can be accomplished successfully. The idea isn't 
going across on Capitol Hill where smaller customers are complaining already that they are 
being frozen out by larger buyers. Production currently tops World War 2 output. But it 
won't be enough if the necessities of a global war must be met. 


























A federal sales tax, exempting nothing but food, is an outside possibility if 
other means of raising revenue are rejected. Studies now are being made by a senate staff. 
The results will be offered to congress early next year. Rejection is likely to follow. 
Added to the opposition this form of tax meets everywhere is the fact that it would require 
a 20 per cent levy to produce 10 billion dollars a year. Not worth it, senators are saying. 
But they'll hold onto the report as a "club." 





























Seeking to meet labor-management problems in wartime by preparing well in 
advance, the senate labor committee will stage a seminar here which should lay the ground- 
work for policies. Employers, employees, government experts, and "public" representa- 
tives will join in the discussions, advise the senate on civilian manpower utilization. 




















disputes, efficacy of existing legislation to cope with wartime conditions. 











With jurisdiction over manpower being grabbed at by the defense agencies, the 
Labor Department, and the National Security Resources Board, live topic will be whether 
all three should be shunted aside and another War Manpower Commission such as existed in 
World War 2 created. Related question is whether the War Labor Board should be reactivated, 
superimposed upon National Labor Relations Board. If so, should it again give the powers 
of judgment to a three-party unit with equal representation of management, labor, and 


public? 























Industry has an important stake in still another of the subjects for delibera- 
tion: should there be new and binding definitions of what is a "war industry," what is a 
“vital war industry"? Clear-cut descriptions would remove uncertainty over what wartime 
rules apply ina given plant, put an end to "shopping around" for the services of the federal 


agency considered most likely to render a decision favorable to a disputant party. 


























Also on the agenda is the extent to which plant seizure power shoul.d be vested, 
and exercised; whether the Mediation and Conciliation service should be given enlarged 
scope, or merged with another agency or agencies. Labor wants to discuss setting aside 
parts of the Taft-Hartley Act "for the duration," will be heard on the point but isn't 


likely to get far with the project. 
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cement shortage. Such an inquiry naturally would go off on tangents -- to related building ‘ 
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Politico-Economic 
Weaknesses of The 


SOVIET ORBIT 


By V. L. Horoth 


Now that the re- 
treat in Korea has ended 
and the North Korean 
Reds are beginning to 
get the taste of things to 
come, it is natural that 
there should be a reac- 
tion to the feeling of ap- 
prehension and __pessi- 
mism that the first phase 
of the war aroused in 
this country and even 
more so in Europe. Although the communist East 
is ina position to put in the field more foot soldiers 
than the West, confidence, shaken by the events of 
the last weeks, is being restored. The changing for- 
tunes in Korea show that it will be possible to hold 
back the communist hordes by means of superior 
organization and equipment, and by continually per- 
fecting the task forces assigned to disorganize the 
enemy deep behind his lines. 

However, the question of what the Kremlin may 
do next remains paramount. Is it the fear alone of 
our atom-bomb equipped air armadas that keeps 
Stalin from ordering his mechanized divisions to 
overrun Western Europe up to the Pyrennean bar- 
rier? Aren’t there other deterring political and 
economic factors that make the waging of another 
= war too risky for the communist controlled 
orbit? 

It takes no close analysis to find that there are 
political and economic weaknesses galore. The Asi- 
atic peoples who have always expected dictation 
from their rulers, may not feel any unaccustomed 
oppression from the Soviet political and economic 
system; but the “captive populations” in the West, 
the Balts, the Czechs, and even the Hungarians and 
the Poles—despite the fact that the latter two nations 
have never experienced the fundamental freedoms 
of democracy—are from 70 to 90 per cent opposed to 
their Moscow rulers. The third world war, if it 
breaks out would be more in the nature of a civil 
war than a direct conflict. For such a war would be 
waged not only in Western European countries, 
such as Italy and France, but also in all likelihood 
in the Eastern European satellite countries where 
the communists have been maintaining themselves 
solely by police methods and by threatening direct 
Russian intervention. 

The West today may have its own troubles in 
Japan, West Germany, and other areas which have 
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suffered economically from the ever-widening eco- 
nomic split between East and West. But Moscow has 
parallel troubles. Inability to trade with their natural 
trade neighbors has drained and set back the Czech 
economy in the West as it has that of Manchuria 
in the East. It will take years before the develop- 
ment of new economic and trade ties among the 
Soviet orbit countries can make up for the loss of 
their old trade partners. 

There is a rather singular similarity between the 
present communist and the early Arab attempts to 
organize a universal world state. In both cases the 
combination of religious zeal with powerful mobile 
armies made the threat to the remaining world 
doubly dangerous. Early Christendom, divided by 
squabbles, almost went down under the sweeping 
attack of the Arab nomads, who were fired as much 
by religious zeal as by the desire to loot the richer 
nations around them. What saved Christendom per- 
haps more than the quickly organized coalitions 
was (1) the lack of common interest among the 
peoples forcibly converted to Mohammedanism, and 
(2) the fratricidal strife that broke out within a 
generation after the conquest among the Arab 
leaders. 


Crusade of the Free World 


The zealots of the “materialistic religion” which 
is communism, directing the hundreds of millions 
of Russians and Chinese, present a danger such as 
the world has not known for the last thirteen hun- 
dred years—since the time of the Arab conquest. 
3ut like early Christendom, the still-free world is 
organizing itself for the crusade. Moreover, there is 
a fair chance that upon the death of the great “Red 
Khan” residing in the Kremlin, his heirs will once 
more “fall upon one another’s sword”. Millions of 
people in Eastern Europe and such parts of Russia 
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as the Ukraine are living just for that thing to 
happen. The slightest indication of weakness on the 
part of the Kremlin is bound to encourage the poten- 
tial “Titos’” in Prague, Warsaw, Budapest on one 
side of the great Eurasian continent, and in Peiping 
and Seoul on the other. 

With fires of revolt smouldering everywhere under 
the surface, any communist reverse, or any test to 
which their rule may be put, is bound to end disas- 
trously for them. For this reason the communist 
rulers will try to avoid such a test. Not only the 
Poles and the Hungarians, but four out of five 
Czechs and Yugoslavs, once strongly pro-Russian, 
will fight the rule of the Kremlin, given a fair 
chance. 


Swings in Sentiment 


Some of the “defeatism” which the Western World 
displayed during the past two months in its assess- 
ment of the strength of the communist world can be 
traced (1) toa certain amount of emotionalism, and 
(2) to the discovery that we are still unprepared 
to wage a war with the weapons of the communists’ 
own choosing. Last spring, under the influence of 
reports about the amazing comeback of Western 
Europe, we saw communism in retreat in the West. 
There was a tendency to discount Russia’s successful 
postwar rehabilitation and the collapse of China. 

Now we have swayed completely the other way. 
Suddenly we are aware that the communist-domi- 
nated orbit has under control some 25 per cent of 
the world’s surface and some 800 million people— 
about one-third of the world’s population—who will 
be “impossible to contain” if they decide to break out 
of their present orbit. Before panicking, let us look 
at how formidable these hordes may prove. 

Of the 800 million people living in the communist 
orbit, less than 500 million are Chinese, some 150 
million are Russian Slavs, and another 150 million 
or so are the Eastern Europeans and the non-Rus- 
sian minorities living in the Soviet Union. The latter 
150 million are the unreliable elements from Mos- 
cow’s viewpoint—especially the Eastern Europeans. 
Most of the Chinese have probably no other desire 
than to be left alone to raise enough subsistence. 
Out of the 800 million people in the communist 
domain, all except 60 million who labor in factories 
and take care of transportation and distribution, 
are farmers or cattle raising nomads. 


Low Russian Living Standards 


With the exception of the farmers in Eastern 
Europe, most of the 740 million peasants and 
nomads in the communist area live on a mere sub- 
sistence level. All the overadvertised mechanization 
of farming in Russia, tractor stations and plant se- 
lection, cannot alter the fact that the climate is too 
cold or too dry to achieve crop yields as high as in 
Western Europe or the United States. Despite her 
vast expanse, most of the agricultural economists 
regard Russia as over-populated. One reason why 
the industrialization cannot progress as fast as the 
Kremlin would like it, is that the present farm 
population is unable to produce surpluses large 
enough to feed urban areas. There is a chronic defi- 
cit of fats and meats, the livestock numbers today 
scarcely exceeding those in the pre-1914 Russia 
when the population was 25 per cent smaller. 

In China the situation is, of course, even worse. 
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The inability to grow enough food to meet even her | 


low standards is an important factor in China’s 
push to the South into the rice surplus producing 
areas of Burma and Indo-China. This year, the 
crops are below normal in both Russia and China, 
It is resported that in contrast with 1941, Russia’s 
reserve grain stocks are far below normal, and 


as a result, the Kremlin is likely to think twice be. 7 


fore risking a major war. 

The 740 million peasants who are increasing at 
an annual rate of about 13 million are all potential 
foot soldiers and ‘‘cannon fodder”. Compared with 
the West’s standards, the 60 million industria] 
workers cannot arm them very effectively even if 
they concentrate on the production of weapons. 


However, such peasant armies can be tough when | 


ably led, as the Korean war has shown. 


Of the 60 million non-agricultural workers, about | 


35 million are in Russia and the remainder in the 
satellite countries and China. How does this com- 
munist labor force compare with the non-agricul- 
tural labor force in the United States numbering 
about 45 million? First, about one half of the non- 
agricultural force in Russia proper are women; 
second, a large proportion of this labor force has 
but superficial training ; and third, in Russia as well 
as in other communist-dominated countries, there is 
at the worker’s disposal only a fraction of the capi- 
tal equipment available to the worker in America. 
This more than anything else accounts for the ex- 


tremely low productivity of the average worker | 


within the communist orbit. 

It has been estimated that the average Soviet man- 
hour industrial productivity is only about 20 to 25 
per cent of the American. On basis of this calcu- 
lation, the Russian non-agricultural labor force 
would be about as effective, when it comes to pro- 
ducing goods, as 8 to 9 million American workers. 
Since our labor force is about 45 million, it may be 
assumed that our non-agricultural production is 
roughly about 5 times as large as Russia’s. 


Industrial Weakness 


Just as Russian agriculture can never aspire to 
produce comfortable and well-diversified food sur- 
pluses for a population increasing at an annual rate 
of about 4 to 5 million, so Soviet industry can hardly 
expect to catch up with the United States—at any 
rate during the rest of this century. It may do so 
in some lines, as for example in the production of 
tanks, guns, and other ordnance, but this is likely 
to be the result of special concentration and deli- 
berate neglect in other lines, particularly in the 
production of consumers’ goods. 

In a recently published study originating in the 
Russian Research Department at Columbia Univer- 
sity, the writer estimates that in 1937, Russian over- 
all production was so low that one must go back to 
the 1869-1878 decade to find the United States equi- 
valent. Even in that particular decade, however, 
the average American had apparently more food, 
clothing, and other consumption goods that Soviet 
citizens had in 1937. 

Another power‘ul reason why it may take several 
decades for Russia to approach the industrial pro- 
duction level in the United States is the relative 
paucity of mineral resources (especially petroleum) 
and their distribution in respect to the main in- 
dustrial areas. Some of the deficiency may be partly 
overcome by encouraging (Please turn to page 648) 
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1950 Mid-Year Re-appraisals of 


Values, Earnings and Dividend Forecasts 


bout | 
| the | 


In a Mobilized Economy 


* 


* 


Prospects and Ratings for Metals, Aircrafts, Merchandising 
and Rubber Shares. 


S he outbreak of the Korean 
war, its immediate and longer term 
repercussions and the ever-present threat of a widen- 
ing of the conflict—and the need to prepare for it, will 
have far-reaching impacts on our economy, injecting 





MARKET ACTION OF STOCK GROUPS 
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new uncertainties which already have 
led to important changes in invest- 
ment thinking. The foremost question, which may 
not be answered immediately, centers on the extent 
to which events will force us into a progressive war 
economy, with all that it would mean in terms of 
restrictions and controls, higher corporate taxes and 
revival of the excess profits tax, as well as many 
other changes that might flow from a move towards 
at least partial economic mobilization. 

The cost of even a “little war” and resultant de- 
mands on the economy will be substantial. Since 
these will be superimposed on an already booming 
industry, inflation pressures may grow and produc- 
tion shifts in various areas may be required. 

To assist our readers in arriving at sound invest- 
ment decisions in the circumstances likely to prevail, 
and in realigning their policies with the selectivity 
dictated by varying industry prospects under chang- 
ing conditions, The Magazine of Wall Street in addi- 
tion to its regular coverage of important develop- 
ments at this time presents its Mid-Year Security 
Re-Appraisals and Dividend Forecasts with particu- 
lar emphasis on the strategic position of individual 
industries in a mobilized economy, outlining poten- 
tial impacts of war and preparedness planning, vul- 
nerability to excess profits taxes, as well as basic 
factors in operation. 

The key to our ratings of investment quality and 
current earnings trends of the individual stocks—the 
last column in the tables preceding our comments— 
is as follows: A+, Top Quality; A, High Grade; B, 
Good; C+, Fair; C, Marginal. The accompanying 
numerals indicate current earnings trends thus: 1— 
Upward; 2—Steady; 3—Downward. For example, 
Al denotes a stock of high grade investment quality 
with an upward earnings trend. 

Stocks marked with a “W” in the tabulation are 
recommended for income return. Issues regarded as 
having above average appreciation potentials are 
denoted by the letter “X.” Purchases for apprecia- 
tion should of course be timed with the trend and 
investment advice presented in the A. T. Miller 
market analysis in every issue of this publication. 


617 





GG 
Mila FD 
5 





= 





Fr 


ZS 
Bee 


wun 


a “METALS Discounted 
== Improved Earnings Outlook? 


Mm Wey WY! Xz 








S. COFFIN 


By H. 














 —_—— factors have progres- 





WMT a War Wika Zi 








sively benefitted the operations of the non- 





ferrous metals industry thus far in the 
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current year, and now that increased mili- 
tary needs have entered the picture, the 
outlook for favorable progress is enhanced. 
A strong uptrend in prices since the start 
of the current year for copper, zinc, lead 
and nickel, in most cases accentuated in 
recent weeks, appears to have a valid basis 
and any reversal seems unlikely in the 
foreseeable future. In the fall months, 
some further stiffening of prices would not 
surprise. 

In the circumstances, the assurance of well sus- 
tained demand and in many cases capacity opera- 
tions, combined with a firm price structure, offers 
hope of more stable earnings for the well situated 
miners than could normally be expected in this tradi- 
tionally volatile field. Under the expanding military 
program, the Government is certain to encourage 
maximum output of all metals, and between muni- 
tions requirements and stockpiling, any enforced 
lag in metal demand for civilian manufactures 
should be easily absorbed. 

In the event that price ceilings are imposed, the 
rapid rise of mining costs in postwar leaves small 
doubt that quotations above World War II days will 
be established, with little chance of a roll-back from 
present levels. Under current market conditions, the 
spreads of low cost producers should permit at least 
satisfactory earnings, while prospects of marginal 
concerns are improved. Moreover, if metal supplies 
become too tight, Congress may restore subsidies 
for high cost producers that proved very beneficial 
in the last war. 

Sales and earnings of non-ferrous metal concerns 
in the first quarter of 1950 got off to a poor start 
for the year, almost entirely due to weak prices. 
Combined sales of 23 concerns, including all divi- 
sions such as copper, lead, zinc, aluminum and tin 
declined 15%, while net earnings dropped at a 
faster pace by approximately 30%. The general up- 
trend in metal prices in the second quarter, however, 
more than offset the earlier poor showing, and earn- 
ings for the first half year frequently exceeded the 
annual rate for the previous year by a comfortable 
margin. In view of the continued rise in prices, fur- 
ther improvement seems indicated for the third 
quarter, but profits for the full year will be pared 
somewhat by the still undetermined new tax rates. 
Looking into 1951, when excess profit taxes may be 
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imposed, allowance for heavy depletion charges may 
alleviate the impact. 

COPPER: Since April, 1950, copper prices have 
advanced 4 cents a pound to 2214 cents, closely ap- 
proaching the early 1949 peak of 2314 cents. This 
advance of about 22% naturally widened operating 
margins, and if held should adequately offset a rise 
in 5% for wage costs and last September’s 3.7% in- 
crease in freight rates. Prior to the Korean war, con- 
siderable caution prevailed, lest copper prices once 
more might recede sharply as happened after their 
last major rise late in 1948, but such feeling has now 
been fully dispelled. Now that at least 7 million auto- 
mobiles seem sure to be produced this year, and 
housing starts may equal 1.2 million, while capital 
expenditures may almost equal those of 1949 and 
defense requirements mount, copper should logically 
continue in tight supply. 


Accelerated Stockpiling 


The Government has stepped up stockpiling of | 
copper from 15,000 tons a month to around 25,000 
tons and under the expanding defense program may 
acquire up to 10,000 tons monthly additional. As the 
supply squeeze is becoming intensified, firm prices 
for quite some time seem inevitable. With domestic 
output of the red metal amounting to about 96,000 
tons monthly compared with consumption at a 
record rate of more than 130,000 tons, it is obvious 
that recent imports of around 36,000 tons monthly 
will have to be sharply expanded unless civilian con- 
sumption is speedily curtailed. Any such curtailment, 
in turn would only tend to build up deferred demand 
and in the absence of price ceilings would stimulate 
price inflation for copper. In the circumstances, 
eventual though probably not early price control is a 
possibility. Nevertheless, basic demand-supply fac- 


THE MAGAZINE OF WALL STREET 








may 
lave 

ap- 
This 
ting 
rise 

in- 
con- 
ynce 
heir 
now 
uto- 
and 
ital 
and 
ally 








Financial Data on Non-Ferrous Metal Stocks 








Net 
Sales 


($ mil.) 


First Half 1950 -——— 
Net Net Per 
Margin Share 


1949 
Net 
Margin 


Net 
Sales 


($ mil.) 


Net Per 
Share 


Recent 
Price 


Div. 


Div. 


Invest- 


1949 Yield} ment 


Rating 


COMMENTS 





Aluminum Co. of America 
xX 


... $347.1 


7.0% $4.45 $ oe $ 64% 


$2.00 


3.1% 


Bl 








Amer. Metal, Ltd. 


312.0 


4.27 2.06 35% 


2.00 


5.6 


B2 Mainly an investment trust, controlling 


Dominant and fully integrated company 
with rather clearly indicated outlook 
for higher earnings in 1950. 50 cents 
quarterly dividends secure. 


valuable foreign copper mines and 
numerous metal refineries. 1950 earn- 
ings should prove stable and dividends 
total $2. 








Amer. Smelt. & Refining 
xX 


mol 


11.6 8.22 105.0 12.1 4.20 59% 


5.00 


8.6 


Bl 


Rise in metal prices should create satis- 
factory earnings this year. The new $1 
quarterly dividend should hold and 
some year-end extra would not sur- 
prise. 





‘Amer. Zinc, Lead & Smelt... 


33.3 


24.2 2.1 1.60 11% 


.20 


ra 


High cost operator with variable earn- 
ings, but current price trends should 
improve net. 1950 dividends may total 
20 cents a share. 








Anaconda Copper ... 
Ww 


334.1 


8.1 3.14 188.8 a1 2.10 3412 


2.50 


72 


Bl 


Full integration and large productive 
facilities, aided by favorable price 
trend, benefit 1950 earnings. 50 cents 
quarterly dividends well protected. 








Cerro de Pasco Copper...... 


29.4 


6.1 1.62 15.5 5.8 80 24 


75 


3.1 


c+1 


Peruvian mines producing several non- 
ferrous metals operating profitably and 
dividends omitted since third 1949 
quarter may be resumed soon if capital 
needs warrant. 





Climax Molybdenum . 


7.8 


UL .37 5.7 24.0 54 21% 


80 


3.7 


Bl 


Dominant miner in special field. 1950 
earnings should progressively improve. 
Quarterly dividends of at least 10 cents 
should be paid. 





Eagle-Picher 


63.31 


42.20 26.84 2.8 85! 20/2 


1.80 


8.7 


C-+-2 Ore depletion creating heavier reliance 





Howe Sound 


19.3 


8.7 3.67 10.6 8.9 1.98 3858 


2.00 


5.1 


Bl 


on smelting operations. Higher ship- 
ments, prices, should benefit but stabi- 
lity of 30 cents quarterly dividends not 
too assured. 





Mines in Mexico, U. S. and Canada 
produce various non-ferrous metals, 
firm prices for which benefit current 
gaan 50 cents quarterly dividends 
safe. 





Hudson Bay Min. & Smelt. 


37.4 


34.0 4.61 19.6 33.4 2.38 477% 


4.00 


8.3 


C+1 


Operates extensively in Manitoba. Im- 
proved copper prices suggest satisfac- 
tory earnings. $1 quarterly dividends 
unlikely to vary. 





Inspiration Cons. Copper 


11.5 


17.1 1.67 8.4 18.1 1.30 17% 


1.50 


8.4 


c+1 


Successfully working low grade copper 
deposits in Arizona. Recently advanced 
50 cents quarterly dividend indicates 
good progress this year. 





International Nickel 
xX 


182.8 


17.6 2.08 106.1 19.2 1.33 32% 


2.00 


6.1 


Bl 


Higher prices for nickel and copper on 
large scale output favor 1950 earnings 
potentials. A year-end extra likely to 
supplement 40 cents quarterly pay- 
ments. 





Kennecott Copper . 


246.3 


19.5 4.45 174.3 21.6 3.49 64% 


4.00 


6.2 


Bl 


Large ore reserves in the U. S. and 
Chile are operated at record low cost. 
Sharp uptrend in 1950 earnings indi- 
—— Total dividends should exceed 
4. 





| Magma Copper 


7.5 


5.4 17.3 1.54 227% 


25 


Improved milling and refining facilities, 
with higher metal prices, causing earn- 
ings rise, but near term resumption of 
dividends questionable. 





f Miami Copper ........... 


22.1 


10.2 3.06 8.6 15% 


1.75 


11.0 


High cost producer with limited ore 
reserves, but profitably operating under 
current favorable market conditions. 
Semi-annual dividends totalling 75 
cents may continue. 





New Jersey Zinc . 


2.24 1.18 597% 


2.75 


4.5 


Bl 


Largest domestic zinc miner. Good cost 
controls. Advanced prices should lift 
1950 earnings. Dividends in 1950 should 
total at least $2 per share. 





Phelps Dodge . 
Ww 


. 194.3 


17.8 6.85 105.9 17.0 3.54 577% 


4.00 


6.9 


Bl 


Operating large mines and smelters on 
a six-day basis, and with higher prices, 
company’s earnings should exceed 
1949. The $1 quarterly dividends could 
be liberalized. 





U. S. Smelt., Ref. & Min. 


37.5 


6.5 1.51 4 .60 40 


1.25 


3.1 


c+2 


Depletion of ore bodies and heavy 
overhead adversely affecting earnings. 
Despite strong finances, second quarter 
dividend omitted and resumption ob- 
scure. 





Vanadium Corp. of Amer..... 


7.5 


47.21 13.0 8.2 2.65 31 


29 


ef) 


Rich vanadium mines in Peru a basic 
advantage. Improved volume and earn- 
ings this year led to a lift in the 
August dividend to 40 cents a share. 








t—Based on 1949 dividends. 
1_Year ended Nov. 30, 1949. 
| ~—Before tax adjustments and Inventory reserve credits. 


4_Deficit. 


3_First Quarter 1950. 
4_6 months ended May 31, 1950. 
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tors should assure a firm price structure for a con- 
siderable time ahead. 

Current quotations for copper understate the 
actual prices that many fabricators, now operating 
on a hand-to-mouth basis, are paying for a substan- 

tial portion of their metal. Payment of premiums of 
as much as 5 cents a pound for significant tonnages 
in the grey markets has been reported in more than 
one instance. In view of this situation, the restraint 
of the leading copper miners in holding the line at 
the 2214 cents a pound level for the past four months 
has been impressive, considering the recent advance 
in all other non-ferrous metal prices. 

It should be realized, though, that fabricating 
affiliates of such important copper miners as Ana- 
conda, Kennecott and Phelps Dodge control about 
65% of the brass and wire mill facilities in the 
country, and thus absorb a substantial portion of 
their domestic copper output. Earnings gains by the 
fabricators in the current year have exceeded those 
of the miners and to a considerable extent their 
profits will flow into the treasuries of the parent 
concerns; hence what the latter theoretically forego 
in copper profits will likely return in form of higher 
dividend from fabricating affiliates. Through this 
integration of operations, the leading copper con- 
cerns stand to benefit in no small manner. 


Scare Buying Swamps Fabricators 


To what extent scare buying in the third quarter 
has built up business for the fabricators is shown by 
reports that in July, the brass mills, foundries and 
wire mills received larger orders for copper and 
brass goods than in any peacetime month on record. 
To fill these new orders would require the consump- 
tion of more than 190,000 tons of refined copper, or 
23% more than in the preceding month. But despite 
this influx of new orders, the shortage of copper 
forced some smaller mills to curtail production and 
their operating costs are rising due to an advance 
in the price of brass ingots. This situation points to 
a probable lift in the prices for finished goods in 
the near term. 

Any quick easing in the supply of copper has be- 
come less likely now that Congress has taken no 
action to continue the suspension of the two-cent a 
pound copper tariff. The House of Representatives 
voted to retain the tariff suspension but the measure 
was tabled in the Senate. A reversal is being sought 
and may ultimately eventuate. 

LEAD: An over-abundant supply of lead in rela- 
tion to demand forced a sharp decline in the price 
from a postwar peak of 2114 cents a pound to a low 
of 1014 cents as of last March. Recovery from this 
ebb has been only mild, although quotations slowly 
advanced to around 12 cents, and more recently 
touched 13 cents. The rapid decline brought heavy 
inventory losses to the leading lead miners last year 
as well as in the first quarter of 1950, but since the 
metal is produced along with zinc that permits more 
profitable operations, this is now proving to be some- 
what more beneficial to over-all earnings. 

It is estimated that mine production of lead in 
1950 will total about 400,000 tons, with about equal 
amounts stemming from recovery of scrap and from 
imports. The devaluation of foreign currencies last 
year greatly stimulated shipments from foreign 
- countries avid to accumulate American dollars, and 
our modest tariff of 1.06 cents a pound proved no 
deterrent. Foreign production costs are far lower 
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by underbidding domestic competition. 


Lead consumption for the manufacture of batter- 


ies, paints, pigments, chemicals and such items as 
plumbing and cables in the first six months of 1950 
averaged about 80,000 tons per month or only about 


two-thirds of the available supply. Federal stock- 

piling in the same period accounted for a total of | 
about 100,000 tons, but the accumulation by the © BSS 
Government had reached such proportions prior to — 
the Korean crisis that hints were made that lead © ¥ 


buying would either be ended or substantially cur- 
tailed. Under the intensified military activity, how- 
ever, a further build-up of the stockpile may result, 
but even so, stocks of the leading lead producers are 
apt to rise, although at present they are already 
high. This can hardly be avoided, because many 
mines now operating on a six-day week to meet the 
demand for zinc must per se extract large amounts 
of lead. Hence whether the current price of 13 cents 
a pound will hold after the spurt to build up con- 
sumer inventory subsides, is conjectural. On the 
whole, earnings prospects from lead operations hold 
little encouragement. 

ZINC: Heavy demand for galvanized steel goods, 
plus accelerated Government stockpiling have lifted 
prices for zinc sharply since the beginning of 1950. 
In contrast to a price of 934, cents a pound early in 
January, a recent price of 20 cents was double, and 
5 cents of the gain has been established within the 
last three weeks. Although the Government since 
1946 has accumulated a stockpile of over 400,000 
tons of zinc, there are estimates that the Munitions 
Board has stepped up acquisitions to a monthly rate 
of close to 20,000 tons. 

In the first half year, consumption of zinc slabs 
was about 70,000 tons monthly for industrial pur- 
poses and under the spur of Korean developments 
has expanded fast. As total supplies, including 
50,000 tons from mines, 5,000 tons from scrap and 
35,000 tons of imported zinc come to only 90,000 
tons, it can be seen that the situation has become ex- 
ceedingly tight and presently is exerting heavy up- 
ward pressure on prices. Producers’ stocks have be- 
come increasingly depleted, due to the inability of 
the mines to increase output in line with mounting 
demand. 

Since trade experts figure that zinc miners can 
exceed their break-even points rather comfortably 
with prices around 15 cents a pound, it is clear that 
during the third quarter, their earnings have been 
substantially lifted by the recent spurt in quotations. 
To what extent this advantage will compensate for 
the drag of poor earnings from lead remains to be 
seen, though. Refinery operations, at least, should be 
profitable and more stable earnings will follow if 
zine prices remain fairly firm at the current level, 
because risks of inventory mark-downs will then be 
diminished. In reflection of improved conditions, 
American Smelting & Refining Company has just 
declared a $1 common dividend payable September 
22, following three previous interim payments of 75 
cents. Last year no payment was made at this time, 
but a $2 dollar year-end payment was disbursed in 
December. 

ALUMINUM: Large imports of aluminum were 
required this year to partially satisfy demand, al- 
though domestic producers have not only been ope- 
rating at capacity but have also expanded their faci- 
lities since the start of (Please turn to page 639) 
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What Profit Potentials in. . . 
BIG AIRCRAFT ORDERS? 


By Stanley Devlin 


~ * aircraft manufacturing industry, 

from an investment viewpoint as expressed in price 
movements of representative stocks, is one of the 
most volatile and at the same time one of the most 
dangerous mediums for the uninformed investor. 
As typical “war baby” stocks, issues in this group 
are notoriously difficult to appraise. Fluctuations 
are governed more by psychological factors than 
by normal statistical data such as earnings and 
dividends. For this reason they appeal primarily to 
experienced traders who recognize risks involved. 
Shares in this industry have attracted consider- 
able attention since outbreak of hostilities in Korea, 
as might have been expected, and in the light of 
stepped-up national defense expenditures, this ap- 
pears to be an appropriate time to examine the 
outlook for airframe and equipment makers. There 
seems little doubt that the industry is headed for 
rapid expansion. Production promises to reach a 
level unsurpassed except for two or three years in 
the recent war. What will this development mean 


in terms of earnings and dividends for leading manu- 
facturers and—more important—in terms of share 
prices? 

Because we still are in that mysterious twilight 
zone which is neither peace nor total war, compari- 
sons with past experience probably are undepend- 
Several broad factors are known, however, 


able. 
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which may be examined for clues. 
First, on basis of vast appropri- 
ations already authorized and 
proposed for enlargement of the 
Air Force over the next few 
years, it is apparent that virtu- 
ally all important producers will 
obtain sufficient business to keep 
present plants busy and justify 
consideration of plans for reha- 
bilitating idle facilities or constructing new plants. 
This situation assures a significant enlargement of 
volume and more than likely an exceptional increase 
in pre-tax profits. 

It’s practically certain that a large proportion of 
this prospective growth in pre-tax profits cannot be 
retained for stockholders. Public opinion, as reflected 
in national legislative and administrative policies, 
dictates that profits gained from production of im- 
plements of war must be limited to barest minimums. 
Some idealists would confiscate all war profits. In 
any event, it is apparent that philosophies prevail- 
*ng in the previous war are likely to determine reou- 
lations governing the industry in the present emer- 
gency. This means that a high percentage of bene- 
fits derived from the armament boom may be 
siphoned off either through renegotiation of Govern- 
ment contracts or by means of excess profits taxes. 
Under the circumstances, it is futile to endeavor to 
forecast effects on individual companies of the sud- 
den influx of orders. 

Another important factor tending to influence 
market values is the possible duration of the present 
high rate of production. Most observers would argue 
that, regardless of the danger of further Soviet 
aggression, procurement orders for aircraft prob- 
ably would slacken in the event of a sudden, swift 
victory for United Nations (Please turn to page 644) 
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Statistical Data on Aircraft Companies 





Order 
Backlog* 


1949 





Net 
Sales 


($ mil.) 


Net Per 


Share 


Net 
Sales 


($ mil.) 


——First Half 1950——- 
Net Per 


Share 


Div. 
Yield} 
% 


Div. 
1949 


Recent 
Price 


Invest- 
ment 
Rating 


COMMENTS 





Beach Aircraft 


$ 17.0 


$ 20.5 


$1.54 


$ 10.97 


$ 58 


10% $1.001 9.2% 


Cl 


Keener tempo of industry expected to 
timulate civilian d d and improve 
competitive position. Earnings ample 
to cover moderate dividend require. 
ments. 








Bell Aircraft . 


32.0 


11.8 


47 


12.2 


1.05 


182 1.00 5.3 


C+1 


Growing popularity of helicopters for 
special uses and enlarged parts pro. 
gram promise increased volume. Strong 
cash position assures dividend policy, 








| Boeing Airplane 


366.0 


286.7 


4.08 


140.2 


5.51 


33% 2.00 6.0 


c+ 


Strategic position in military program 
and prospect for sharp expansion in 
volume point to high level of earnings 
in face of renegotiation handicaps. 





Cessna Aircraft 


12.7 


43 


4.9° 


6% 25 3.5 


cl 


Promise of increased Air Force procure-|/ 
ment of trainer planes and other small |/ 
craft holds out hope of recovery for|| 
this company. Dividend policy uncer. |! 


tain. 





Consol. Vultee Aircraft 


X 


206.0 


196.5 


1.60 


146.0° 


1.88 


15% 


Cc+1 


Growing reliance of Air Force on B-36 
long-range bombers assures strong 


competitive position and encourages || 


prospect of recovery in earning power, 





Curtiss-Wright 


128.5 


12 


63.4 


35 


10% 9.8 


c+i 


Revitalization of management, along 
with vast expansion ot military re- 
quirements, expected to boost earnings 
and permit assurance of regular $] 
dividend. 





Douglas Aircraft ........ 


270.5 


117.4 


9.19 


§7.1° 


4.09 


8312 9.25 11.1 


Bl 


As principal source of military and 
commercial aircraft, Douglas appears 
headed for high level of activity. Earn. 
ings outlook promising. Dividend 
policy well established. 





H Fairchild Cam. & Inst... 


Grumman Air. Eng..... 
x 


Lockheed Aircraft... 
x 


| 
| 


Fairchild Eng. & Air... _ 


[Martin (Glenn L.) .... 
| 


11.5 


76.0 


431.0 


94.4 


ff 


78 


4.4 


81 


24/2 35 


c+ 





68 


28.4 


49 


cl 


Successful development of equipment 
for publishing industry aids growth 
potential. Military orders increasing. 
Earnings and dividends point higher. 





Heavier Government orders for mili- 
tary cargo and troop carriers promise || 


increased sales. Earnings expected to 
improve. Dividend policy uncertain. 





6.0 


c+1 


As largest supplier of Navy planes, 
the company has enviable competitive 
position. Management regarded as 
— Earnings assure generous divi- 
end. 





84.4 


16.5 


6.1 


C+1 


Growing popularity among air lines of 
“Constellations’’ augurs well for fu- 
ture. Holds strong position in military 
division. Hope of higher dividend 
roused. 





77 


165¢ 


C+-1 


Volume enlarged in commercial as well 
as military planes, suggesting recovery 
in earnings despite imminent end of 


tax credits. Dividend outlook doubtful.| 





North Amer. Aviation.. 


284.9 


124.1 


2.13 


93.2° 


1.50 


15% 1.25 8.2 


c+1 


Successful development of powerful 
fighter planes strengthens competitive 
position and points to earnings growth. 
Prospects encouraging for dividend 
rise. 





Northrop Aircraft ...... 


103.0 


28.2° 


dg 52 


30.27 


cl 


Prospects hinge largely on develop- 
ment of new type bombers which may 
involve extraordinary expenses. Earn- 
ings trend seems to warrant modest 
dividend hopes. 





Piper Aircraft ............ 


4.0 


2.62 


c2 


Though civilian demand has been dis- 
appointing, outlook is regarded as 
more encouraging for sub-contract 
work, as indicated by preferred divi- 
dend resumption. 





Republic Aviation 


47.0 


47.7 





Ryan Aeronautical 


15.0 





Solar Aircraft 


24.2 


21.41 


.87 


2.29 


29.5 





United Aircraft 
X 


310.0 


227.0 





Wright Aeronautical 








+—Based on 1949 dividends. 
1_Year ended April 30, 1950. 
29 months ended June 30, 1950. 
3_6 months ended May 31, 1950. 


| *—Latest available figures. 
| 


a 


133.0 


70 


57 


Cl 


Large scale production foreseen as re- 
sult of successful development of jet 
fighters. Earnings recovery expected to 
raise hope of a more generous divi- 
dend. 





GC 


_ 


Increased military requirements favor- 
able for volume. Moderate improve- 
ment promised in earnings, but divi- 
dend policy appears likely to remain 
conservative. 





15% 70 4.5 


c+1 


As leading producer of exhaust mani- 
folds, company stands to benefit from 
larger demand for jet engines. Earn- 
ings seem likely to cover modest divi- 
dend needs. 








“2.18 


321 2.00 6.1 





88 5.00 5.7 


BI 








One of largest suppliers of engines 
and other components. Volume likely 
to soar with armament program. Earn- 
ings should expand, encouraging hope 
of dividend rise. 





o45: Subsidiary of Curtiss-Wright, volume 


likely to be enlarged in line with in- 
creased military requirements. Regular 
$5 dividend appears amply covered. 





4—Plus Stock. 

5—Quarter ended Mar. 31, 1950. 
6_Year ended July 31, 1949. 

7—9 months ended April 30, 1950. 
8_6 months ended April 30, 1950. 
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Will Consumer Demand 
Support Further Retail Boom? 





By H. F. TRAVIS 


TP astiurs throughout the nation in the 
last few months past have been operating under 
conditions that gradually reached boom proportions, 
and to judge from the present outlook, their earn- 
ings in the second half year will be very substantial. 
This applies most strongly to the big mail order 
houses and department stores, but even the specialty 
shops which have lagged somewhat behind the other 
divisions now experience a pick-up in business likely 
to bring an uptrend in profits. 

While signs are accumulating that anticipatory 
buying by consumers because of fear of shortages 
and higher prices induced by the Korean crisis 
reached a peak several weeks ago, aggregate retail 
volume presently is holding well above a year ago 
and may continue near the present level until the 
usual holiday spurt gets under way late in the fall. 
Even prior to the outbreak of hostilities, June retail 
sales had attained a pace comparable to the boom 
record for that month in 1948, and merchandising 
earnings in the first half year averaged moderately 
above the related 1949 period for quite a number 
of distributors. Progress varied considerably, how- 
ever, depending on the proportion of hard, soft 
goods and specialties sold. 


Quite aside from the stimulus of scare buying, 
the basic prop to high level consumer buying is 
found in the continued uptrend in national income 
at an annual rate of at least 4%. The formation of 
a record number of new homes that require a 
long list of appliances, furniture, floor coverings 
and the like has created a dependable and increas- 
Ing demand for all of these items, and many more. 





With 1950 disposable income likely to reach $197 bil- 
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lion against $187.4 billion in 1949, due to higher em- 
ployment and advanced wage rates, and with credit 
terms unusually easy, ample funds are available to 
satisfy swelling consumer needs. The latter include 
much apparel that must be replaced, following a 
decline in demand for a period of a year or so. On 
the whole, the outlook for fairly well sustained 
retail demand is excellent, not alone for normal 
reasons but also because of the prospect for firm 
prices, and coming shortages of numerous durable 
goods. It seems quite possible that full year volume 
of all retail establishments will be not far from 
$135 billion compared with $128 billion in 1949. 


From the standpoint of net earnings, most retail- 
ers with the exception of specialty stores probably 
experienced a moderate uptrend in profits in the 
first half of their fiscal years, that is the six months 
to July 31. Many department stores and other 
merchandising concerns are prompt in reporting 
their sales progress, but often report actual earn- 
ings less frequently. Volume trends usually, though, 
provide rather dependable clues, hence recent 
marked gains in reported sales point to a substantial 
improvement in profits for the second half year. 


Wider Operating Margins Indicated 


Operating margins should widen measurably on 
the larger sales, aided by rapid turnover, firm 
prices and an absence of mark-downs. Until current 
uncertainties over the prospective hike in taxes 
applicable to 1950 are resolved, it is not possible 
to determine the extent to which taxes will cut into 
pretax earnings. Even (Please turn to page 640) 
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Pertinent Statistics on Merchandising Stocks 





Sales Net Net Per 
($ mil.) Margin Share 


——Interim Reports 1950——— 


Net 
Sales Net 


Net Per Recent 
($ mil.) Margin Share Price 


Div. 
1949 


Invest- 
ment 
Rating COMMENTS 





DUO . 3 ctieniAmaee $ 68.9! 1.3% $2.03! 


$ 1833 16% $ .703 18% 


$1.50 


c+ 


1 Sharp expansion in mail order 


and retail stores turnover since | 
Korea outbreak stimulates earn- | 
ings uptrend. 37/2 cents quarterly | 
dividends assured. 





Mile’ Stee SS. 407.8! 3.0 5.421! 


91.44 2.1 844 = 38% 


3.00 


BI 


Despite lower earnings in first 
fiscal quarter, net for fiscal year| 
ending January 31, 1950 may top| 
$6 a share, amply covering 75 
cents quarterly dividends. | 








Arnold Constable ........... 21:7'. 37 2.391 


SAP as. oe Ww 


1.25 


B—1 Absence of markdowns for) 


women’s apparel, increasing sales | 
and firm prices foreshadow larger | 
earnings. Liberal extras should| 
supplement 1217/2 cents quarterly | 
dividends. | 





Associated Dry Goods... 143.9! 3.3 2.93! 


62.4° : nae ee 


1.60 





oS Sr a eae 36.3! 5.4 3.291 





City Stores ... 


ae 182.3! 2.5 271) — 


16.5° 3.9 1.089 27% 


89.0° 1.2 67 «1B 





Federated Dept. Stores... 358.5! 4.3 5.451 








Gimbel Bros. ..............:0000 280.8! 2.2 2.80! 


63.9! “xe a 


358.89 48 6.179 40% 


2.00 


120 


2.00 


“1.25 — 


C+1 Favorable market conditions sug- 


C+1 Acquisition of several established 


BI 


Bl 


well secured. 


rate. 


gest a rise in earnings during 
current fiscal year to around $3.75 
a share. 40 cents quarterly divi- 
dends should prove stable. 





Upturn in demand for style mer- | 
chandise, together with efficient 
cost controls likely to lift annual 
earnings to about $4.25 a share. 
50 cents quarterly dividends are 


department stores and bright out- 
look for second half year indicate 
higher earninas. Dividends should 
continue at 30 cents quarterly 








Current year earnings running} 
above a year earlier and rising} 
further. Company’s stores are 
strongly established. Quarterly | 
dividends of 621/2 cents are safe. 


Marked uptrend in sales and | 
earnings should feature opera-| 
tions this year. Full year net may | 
reach $4 per share. 25 cents! 
quarterly dividends may be liber- | 
alized. 








SOURS Ts: Bi scaciesenabstenansess 233.11 4.0 3.73* 


wa... ae OM 


1.00 


Bl 





Expanded retail outlets and 
favorable merchandising condi- | 
tions promote confidence in earn-| 
ings gains. A generous year-end | 
extra should supplement 25 cents 
quarterly dividends. | 





Serpe MLS scissors. 98.71 5.0 4.141 


20.84 3.1 544 37% 


2.50 


Al 


Improved conditions in the retail | 
markets likely to raise earnings} 
above the 1949 level. The 50 cents 
quarterly dividend is secure and 
a year-end extra should be paid. 





Interstate Dept. Stores...... 61.71 1.8 3.76! 


29.0° 1.2 114° «6927 


Bl 


Operates a chain of 46 stores | 
offering popular priced goods. | 
Outlook for improved earnings | 
good. No change in 50 cents | 
quarterly dividends expected. _ | 





II 205 Ss 6 caved becreissiies 288.6 6.2 3.28 


14487 as, 


2.30 


Al 


Addition of new stores and large | 
scale modernization of others) 
should benefit volume and earn- 
ings. Prospective gains in second 
half year should lead to a year- 
end extra dividend atop 50 cents 
auarterly payments. 





PUES OOo We: Sckcvcbsssebtenpsitess 163.9 6.1 4.27 


, siesta 


3.00 


Volume slightly reduced in first 
five months of 1950, but trend 
now undoubtedly reversing. A 
year-end extra of about $1 should 
be paid, aside from quarterly 
dividends of 50 cents. 





Ree Bryant: .32.5..06:sse0c536. 49.3! 1.8 1.51! 


12.0! 2.5 524 11% 


C-+-1 Competitive pricing reduced earn- 


ings in first quarter, but recovery 
probable for remainder of 1950, 
and gain may offset fully earlier 
decline. 25 cents quarterly divi- 
dend secure. 





Lerner Stores .........0..0..... 120.6! 2.5 2.461 


BI 


Margins should widen on larger 
sales in coming months and with- 
out allowing for higher taxes, net 
may reach about $3.25 a share, 
up 30%. 37/2 cents quarterly 
dividends are amply earned. 





Macy, R. H. ... é 308.12 2.2 3.577 


2.00 


Bl 


Earnings should rise substantially 
in the second half year, with 
larger sales at firm prices and 
with no prospective markdowns. 
No change seems likely in divi- 
dends at 50 cents quarterly. 





t—Based on 1949 dividends. 
1_Year ended Jan. 31, 1950. 
2_Year ended July 30, 1950. 
3_14 weeks ended May 5, 1950. 


4—Quar. ended Apr. 30, 1950. 
°—6 months ended July 31, 1950. 


8_6 months ended June 30, 1950. 


77 months ended July 31, 1950. 


952 weeks ended July 29, 1950. 











| 
| 
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| Pertinent Statistics on Merchandising Stocks (Continued ) ae 

|h hl | (I re 1949—————— ——— Interim Reports 1950——— 

Net Net Invest- | 

| Sales Net Net Per Sales Net Net Per Recent Div. Div. ment | 

| _ mil.) — _ Margin Share ($ mil.) Margin Share Price 1949 Yieldt Rating = COMMENTS | 
| oi 6 6 , Improved earnings from textile | 
ad Marshall Field . nee 207.8 4.1 4.13 92.0° 2.7 1.16 29% 2.00 6.7 BI mills vided in lifting first half 
sal year over-all net income by 42%. | 
ty | Net for 1950 may exceed $4.50 a| 

. share, fully protecting 50 cents} 
a quarterly dividends. | 
‘st Se ee — = anaes - isicnanatteiainelaesiy 

1 y Efficiently managed “department | 
ar May Dept. Stores.............. 392.91 4.6 5.79 85.6. 5212 3.00 5.7 Bl seas erie We ante eee. | 
4u4] A good rise in second half sales | 
15 is expected and should expand | 
oi earnings. Dividends should be}! 
or | } stable at 75 cents quarterly. | 
eal a Se eee ee nae a aa -— «4 = Completion of a large scale ex- 
er | McCrory Stores ................ 95.7 5.0 4.05 42.3 3.8 1.30 3456 2.50 Pia BI se eigen al i, alma 
Id | gram likely to bear fruit in en-| 
ly | larged earnings. A_ year-end} 
aed extra, supplementing quarterly | 
g-| dividends of 50 cents a share,| 
ng aa Daa may be paid. ; ; ; | 
75 aa i — at ax  4o«ont a e@ eat” a Fewer markdowns and improved} 
ms McLellan Stores ............ 54.4 4.6 2.98 23.7 2.9 83 22 2.40 10.2 Bl operating efficiency will likely 

f create some rise in earnings this | 
= | year. Total dividends should at 
= | least equal $2 a share paid last} 
att | eee | year. 
re. ; rere See 7 6 6 ¥ i Volume for first half year “Slightly | 
5 | Melville See 78.0 7.1 2.37 36.3 7.2 1.13 24 1.80 7.5 Bl pening tert anya agen 
| | final six months. Earnings likely | 

d i to rise slightly and retirement of | 
r; } preferred stock benefits status of | 
He | common. 45 cents quarterly divi- | 
1d dends safe. | 
| | =“ ER = > AS 5 _ aa ae Well managed complete depart-| 
"Y |) | [Mercantile Stores ............ 112.6! 3.2 2.42! 54.3 16% 1.00 6.0 C+1 feeandiare ~_ department store| 
i chain, with sales rising fast since | 
ng) June. Earnings at present tax 
ng| rates may rise to around $3 per 
ate share. 25 cents quarterly cvi- 
dends appear secure. 

4 2a eT a Oo OS ae nn oo a oO ae Te 4 eo ~ With earnings fairly satisfactory 
nd| Montgomery Ward .......... 1,084.41 4.4 7X3 244.1 3.8 1.40 552 3.00 5.4 Bl is Geek eaaiae, Sale ane 
ra | conditions warrant expectation of 
ey) marked gains for the full year. 
nts A liberal year-end extra is anti- 
er- cipated. 

ar a 7 x, Prospective | gain in earnings pro- 
nd PUTO, Ge Ge... <isstecc0n000 141.3 6.3 4.46 74.4 45% 2.00 43 Al anlis heie Hake semana 
di- dend of at least 50 cents will 
rn- supplement quarterly dividends of 
nd | a 37/2 cents a share. 
“ National Dept. Stores... 78.4 1.8 1.871 17.6! 18% 1.50 8.2 B1 1950 earnings may equal $2.75 
aa a share with a 38% tax rate. 25 
ail | cents quarterly dividends secure 
1gs and a year-end extra may be} 
nts s. a ee a ee ere ; _paid. 
- EUMONGE TONOS.. .csccpccussssceus S77 24 2.18 28.6' 15% 1.00 6.5 TG2EK Expanding volume and operating 
eb economies should create earn- 
res| ings of at least $2.30 cents a 
ds. | share in 1950. Total dividends 
195 | should equal $1 per share paid 
nts | = Se ee ee eee — Pe ee last year, 
al Newberry, J. J................. 136.7 4.4 S72 68.7! 37 2.00 5.4 Bl Volume should reach record 
rge heights due to additions and en- 
ers | largements of retail stores. Wider 
irn- margins may lift 1950 earnings 
ynd to around $4 per share. Dividends 
ar- should hold at 50 cents quarterly. 
a Penney, J. ice svevenendeawes 880.2 4.7 5.08 379.28 4.6 2.136 59 2.50 4.2 Al ~ Largest junior department store 
_ chain. July volume gained 21.8% 
irst and should continue large in near 
2nd term. 1950 earnings estimated at 

A about $6 per share. A liberal 
uld year-end extra should supplement 
arly a FE ee Oo ae a 50 cents quarterly dividends. 
= Sears, Roebuck ....... 2.168.9! 5.0 4.58! 1.208.28 44% 2.25 5.0 Al Record sales reported for six 
irn- months ended July 31. Outlook 
ery creates expectations that 1950 
50, earnings may reach close to $6 a 
lier share at present tax rates. 50 
ivi- cents quarterly dividends assured 

and a liberal year-end extra 
ie nc likely. 
ith- Splegeliline.: ok ccccccccs TOF WS 1.01 63.1% = 7 165 10% C1 Improved sales of hard goods 
net this year creating moderate earn- 
ure, ings versus a deficit the year 
erly earlier, but prospects for resum- 
ing dividends in near term are 
ally I ae re Ea ee ee ge dim. 
"ith Woolworth, F. WwW. ees: 615.6 6.3 3.83 316.37 46% 2.50 5.4 Al Well situated to benefit from 
ssnicd major improvements in_ retail 
ae outlets and substantial gains in 
Rvi- volume. 1950 earninas should 
gain and coverage of 50 cents 
— Se ee a ee a es a quarterly dividends is ample. _ 
+—Based on 1949 dividends. ‘ aie ousted Apr. 30, 1950. 9_52 ‘onnhe ended July 29, 1950. 
'—Year ended Jan. 31, 1950. °—6 months ended July 31, 1950. 
| “—Year ended July 30, 1950. 5_6 months ended June 30, 1950. 
| 314 weeks ended May 5, 1950. 77 months ended July 31, 1950. 
—- 
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RUBBERS 


By GEORGE L. MERTON 


Hicny favorable conditions in the rubber 
industry at mid-year presented a strong contrast to 
those a year earlier when recessive influences left 
their mark. Continued heavy demand for virtually 
all rubber products in the third quarter assures large 
sales by the leading producers, while a substantial 
uptrend in earnings established in the first six 
months should be sustained by advanced prices, de- 
spite sharply higher costs of natural rubber. 

With progressive new peaks being established for 
the number of vehicles on the road requiring re- 
placement tires, and a fair prospect that production 
of new cars and trucks may well remain large for 
the balance of the year, demand for casings and 
tubes is not likely to diminish in the foreseeable 
future. Indeed, since the Korean war, the rush of 
consumers to accumulate extra tires has rapidly re- 
duced dealer inventories, forcing manufacturers to 
expand their work-week and to operate -at capacity 
levels. 

As for non-tire rubber items, of which about 
30,000 are now in general usage, over-all volume 
continues at an annual clip of more than half a bil- 
lion dollars, and margins on some of these products 
normally are more satisfactory than on tires. The 
development of foam rubber has been especially 
beneficial to the industry in the current year, with 
indications that this product is rapidly displacing 
competitive materials in many markets. Some trade 
experts predict that foam rubber sales this year will 
show a gain of almost 200% over 1949. 

The major rubber manufacturers in postwar have 
also made strides in expanding their markets for 
numerous chemical specialties, especially in the form 
of rubber plastics for use in everything from um- 
brellas and curtains to food protectives. Such trade 
names as Pliofilm, Koroseal, Geon and Velon have 
become strongly entrenched in trade circles, and 
with demand strong, earnings of the chemical divi- 


626 





sions generally are lending substantial support to the 
over-all picture. 

The main contributor to volume of the leading 
rubber fabricators is tires, however, hence a few 
statistics on shipments of these in the first half year 
may be of interest. Shipments of passenger casings 
for original equipment totalled 17.1 million and for 
replacements 20.9 million versus 13.3 million and 
17.6 million, respectively, in the first six months of 
1949. Shipments of original truck and bus casings 
rose to about 2.2 million from 2 million and replace- 
ments to 4.2 million from 3.2 million. The score for 
tubes of every type advanced to 37.8 million from 
31.2 million a year earlier. 

Despite these impressive gains in shipments, pro- 
duction of casings and tubes was slightly greater in 
the six-month period, thus leading to a moderate 
increase in manufacturers’ inventories, although at 
the end of June the totals in every division were 
lower than a year earlier. In June alone, inventories 
of automotive casings declined 12.98% from the 
May level and those of tubes were off 7.12%, in con- 
trast to a 19.73% rise in shipments of casings ant 
26.48% of those of tubes. On balance, the inventory 
position seems very satisfactory, representing only 
about six weeks’ sales, and with a trend towards 
further reductions. It is also interesting to note that 
in the current year, the substantial gain in ship- 
ments of replacement items has tended to improve 
earnings, as margins on these are more liberal. 

The record consumption of new rubber in the last 
three months caused a tight squeeze on supplies 0 
natural crude rubber and a spectacular 300% ris¢ 
in the price of this essential commodity, despite peak 
output in producing areas. While steps to expan 
production of synthetic rubber have recently brought 
prices for natural crude rubber sharply down, cul: 
rent quotations around 40 cents a pound still com- 
pare significantly with 17 cents last December. Sinc¢ 
STREE! 
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materials costs in the manufacture of tires account 
for about 65% of the total, and under Government 
regulations the fabricators are obliged to use from 
a quarter to a third of natural rubber in their opera- 
tions, the higher costs have created quite a problem. 
Further accentuating the dilemma has been a tight 
supply of benzene that has hampered the production 
increase of the synthetic product. 

As matters now look, however, the situation will 
be eased with passage of the new Economic Con- 
trols Law, although increased Federal stockpiling 
may bring other problems to the fore. As a pre- 
liminary step, President Truman has ordered an in- 
crease in synthetic rubber production to 675,000 
tons annually from presently 470,000 tons, under 
provisions of the recently extended Act covering the 
Government controlled synthetic rubber industry. In 
line with this program, a number of important plants 
held in a stand-by condition are being reactivated for 
operation by the leading rubber concerns, and if 
need be other similar facilities can be readily utilized 
within a few months. 

Word comes from Washington that as of Septem- 
ber 1, allocations will be imposed on all crude rub- 
ber used for tires and other rubber products, and 
that rubber consumption will be rolled back to the 
levels of the year ended last June. While this rather 
obviously implies that the permissible proportion of 
synthetic rubber will be enlarged, it may require at 
least two months before the prospective increase can 


become effective. In the meanwhile, however, the 
cut-back in natural rubber consumption will enable 
the Government to stockpile up to 20,000 tons per 
month, a step considered essential for the defense 
program. 

Most of the foregoing program has been formu- 
lated by joint agreement between the Rubber Manu- 
facturers Association, the National Security Re- 
sources Board and the RFC, designed to meet mili- 
tary needs as well as to alleviate the current ab- 
normal pressure of demand. Leaders in the industry 
anticipate few hardships under the program either 
for themselves or for consumers. It should be real- 
ized that consumption of 110,000 tons of new rub- 
ber in July well exceeded all normal requirements, 
and that the prospective monthly cutback to around 
90,000 tons in the final three months of 1950 will 
still permit very high production by ordinary stand- 
ards. 

More importantly, the Federal price ceiling of 
1814 cents per pound for synthetic rubber should 
tend to widen operating margins of the major fabri- 
cators if they are allowed to use a larger proportion 
of this material, as seems probable. To some extent 
this should offset the handicap of curtailed over-all 
operations and also make for better control over 
costs with the volatile price of natural rubber be- 
coming less influential. At the end of World War II, 
the development of synthetic rubber was hailed as a 
permanent stabilizing (Please turn to page 639) 








Statistical Position of Leading Tire and Rubber Companies 
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Firmer tire prices and for mechani- 
cal rubber goods improving earn- 
ings. Net per share may reach $3 
per share in fiscal 1950. 15 cents 
quarterly dividends should con- 
tinue. 


Reported uptrend in net earnings 
understated, due to deduction of 
foreign profits not yet remitted. 
Dividends of $1 quarterly could 
easily be improved. 

C-++1 Marked improvement in earnings 
, has lead to recent payment of a 50 
cents extra in addition to quarter- 
ly dividends of 25 cents. Full year 
___ dividends should equal at least $2. 


} Larger sales and firmer prices 
should continue to create substan- 
tial earnings. $1 per share quarter- 
ly dividends are safe and a year- 
end extra of at least $1.50 should 
Follow. 


14% $ .90 63% 





69% 4.00 5.7 BI 
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Goodyear Tire & Rubber. 633.5 3.1 8.40° 3448 3.4 


Earnings of $5.08 per share for six 
months more than cover annual 
dividends at $4 rate. Increased 
liberality would not surprise. 


5.08 58% 4.00 6.8 Bl 





lee Rubber & Tire. a7 4.78! 13.9 58 





Seiberling Rubber ......._ 25.3 a 1.99 “15.1 
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.S. Rubber 518.1 2.9 


[4 


291.2 


i. ae. 


=" ae 


Margins currently widened by ad- 
vanced prices for replacement tires 
Smaller concern but record good. 
Total dividends in 1950 should 
_ equal $3 per share. 

Et Heavy overhead and a not very 
secure trade position have created 
an erratic earnings record. Com- 
pany has just declared a dividend 
on prior preferred in arrears, but 
resumption of common dividends 
remote. 


3.225 49% 3.00 6.1 Bl 








Broadly diversified output bene- 
fitting operations in current year. 
In reflection of improved earnings, 
the directors have declared a 25 
cents extra dividend to supple- 
ment the advanced quarterly rate 
of 75 cents. 


3.55 46% 300 64 BI 





+—Based on 1949 dividends. d 
'_Year ended Oct. 31, 1949. 
“—Year ended Nov. 30, 1949. 
°—After adjustment for foreign investment loss. 


Deficit. 








°—6 months ended April 30, 1950. 
5_6 months ended May 31, 


1950. 
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Groups 


Market selectivity has changed 
little in recent weeks. The popular 
groups remain mostly those fa- 
vored in a war or semi-war econ- 
omy because of (1) indicated 
sharp gains in pre-tax earnings or 
(2) a relatively comfortable ex- 
cess-profits-tax position or both. 
Groups performing well at this 
writing include coppers, oils, 
papers, farm equipment, aircraft, 
tires, rails, rail equipments, tex- 
tiles, metal fabricators, steels and 
department store stocks. 


Stocks 


A partial list of stocks currently 
showing above-average strength 
would include: U. S. Steel, Kenne- 
cott Copper, International Paper, 
May Department Stores, Ameri- 
can Viscose, Ohio Oil, Zenith 
Radio, Deere, Douglas Aircraft, 
Goodrich, Goodyear, Southern Pa- 
cific, American’ Car & Foundry 
and Revere Copper & Brass. Many 
others could be added. To single 
them out is not intended as a buy- 
ing recommendation. Readers 
whose holdings are about in line 
with the advices of our general 
market discussion (75% invested, 
25% in reserves) have enough 
stocks. However, many portfolios 
no doubt could stand some im- 
provement through switches. For 
this purpose there is much to be 
said for stocks which demonstrate 
individual upward trends at the 
time of purchase. There is no as- 
surance, of course, that a favor- 
able trend will continue even for 
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a short term; but the odds are that 
it will, giving those who wish to 
use it the opportunity to establish 
stop-loss protection. 


Paper 

The outlook for the paper in- 
dustry appears excellent, with re- 
spect to dollar sales and firm 
prices. Many of the companies 
have a fair-to-good EPT position, 
due to relatively high average 
1946-1949 earnings. One of the 
best situated is Kimberly-Clark, 
a large integrated manufacturer 
of white papers, cellulose wadding 
and paper specialties. The com- 
pany is not well known to the 
general public, but some of its 
trademarked items, such as Klee- 
nex and Kotex, are. Long-term 
growth of sales and profits has 
been outstanding. In the face of 
coming higher taxes, the dividend 
was recently boosted to a $2.40 
annual basis, from $1.80. This im- 


plies that the management is con- 
fident of being able to maintain it. 
Net was $5.29 a share, a new peak, 
in the 1949 calendar year. That 
will probably be exceeded by a 
goodly measure in the newly 
adopted fiscal year ending April 
30, 1951. For instance, earnings 
for four months to last April 30 
were $2.43 a share or at an annual 
rate of more than $7.25 a share; 
and the general paper situation is 
stronger now than it was in the 
period covered by the interim re- 
port. Selling around 38 at ‘this 
writing, which is moderately less 
than book value per share, the 
stock is priced to yield over 6.3%. 
That is a good yield for a growth 
issue of this quality, a considera- 
tion which may outweigh the fact 
that the price is virtually the all- 
time high. Earnings averaged 
about $4.50 a share for 1946-1949, 
making for a fairly satisfactory 
EPT position. 














INCREASES SHOWN IN RECENT EARNINGS REPORTS 

















1950 1949 
Kennecott Copper 6 months June 30 $3.49 $2.15 
Lily-Tulip Cup . 6 months June 30 3.51 1.82 
United Gas Corp. .. June 30 Quarter 36 26 
Glidden Co. ... . July 31 Quarter 2.14 1.87 
Hudson Motor Car June 30 Quarter 2.25 1.18 
Bendix Aviation Corp. .. 9months June 30 5.71 2.35 
Federated Dept. Stores . 13 weeks July 29 1.02 45 
Kimberly-Clark July 31 Quarter 1.69 -93 
Pennsylvania R. R. 7 months July 31 76 45 
Amer. Smelt & Refining ............................ 6 months June 30 4.20 3.28 
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Broadcasters 

The radio-video broadcasters 
have turned the corner, with tele- 
casting losses cut enough to per- 
mit higher over-all net. Telecast- 
ing may contribute to profits in 
the later months of this year. Col- 
umbia Broadcasting earned 91 
cents a share in the fiscal quarter 
ended July 1, against 50 cents for 
the like period last year. The divi- 
dend is back to a $1.60 a year basis, 
against $1.40 paid in 1949. Ameri- 
can Broadcasting was modestly in 
the black for the latest interim 
period, against a deficit a year ago. 
It had a deficit of 31 cents a share 
last year, but may well show some 
earnings for 1950 as a whole. CBS 
earned $2.44 a share last year, the 
poorest figure since $2.40 in 1942, 
and will largely better that this 
year. The EPT position of Ameri- 
can Broadcasting is fair; that of 
Columbia good. CBS is currently 
selling around 29, against 1949 
low of 165, 1950 low of 25 and 
1946 high of 5014. The much more 
speculative American Broadcast- 
ing is selling around 11, against 
1949 low of 514 and 1950 high of 
1414. In one respect an EPT would 
help these companies. It would 
stimulate corporate outlays for ad- 
vertising of all types, including 
radio and video. 


Brake Shoe 

The recent flow of orders to the 
railroad equipment industry has 
been the best in some years. Even 
B-K (before the Korean war) the 
trend had turned upward mod- 
erately from a low level. It has 
accelerated since, of course. One 
of the best companies in this field 
is American Brake Shoe, maker of 
brake shoes and parts, car wheels, 
track fixtures, castings, forgings, 
bearings, etc. A little over half of 
total sales are normally to rail- 
roads, the rest to a variety of in- 
dustries. Earnings for the second 
quarter were $1.37 a share, against 
$1.04 in this period of 1949. Full- 
year net no doubt will be ‘well 
above last year’s $3.22 a share. As 
1946-1949 earnings averaged $3.82 
a share, the EPT position is rela- 
tively good. The dividend is on a 
$2 annual basis, yielding about 
5.2 at present price of 3814; and 
may well be subject to future in- 
crease. For instance, as much as 
$2.50 was paid in 1948; and as 
much as $3.40 in the prewar year 
1937. The quality of this company 
Is attested by the fact that, al- 
though it operates in a “prince and 
Pauper” field, it has paid continu- 
ous dividends, always in more than 
iiere token amounts, since 1902; 
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and maintained strong finances. 
The June 30 balance sheet showed 
cash alone exceeding total current 
liabilities. The book value is nearly 
$43 a share. 


Dow Chemical 


Earnings of this excellent 
growth company were $5.34 a 
share, a new peak, for the fiscal 
year ended last May 31. They 
would have been about $4.31 a 
share under a 50% corporate tax 
rate. They average $3.95 a share 
for 1946-1949. On a basis of 75% 
thereof, the EPT exemption would 
be around $3.00 a share. Were the 
excess over that taxed at 80%, net 
for the latest fiscal year would 
have been less than $3.50 a share. 
These are necessarily rough calcu- 
lations, since earnings for tax 
purposes may vary somewhat 
from publicly reported earnings. 
But they suggest that the company 
is definitely more vulnerable to 
EPT than to any boost in the regu- 
lar tax rate to anything less than 
some 60%. As applied to future 
years, even a 60% rate probably 
would leave more net for dividends 
than would a stiff EPT. 


Machine Tools 


By 1949 the dollar volume of 
machine tool sales had sunk to 
about one-fifth of the abnormal 
peak reached early in the last war 
period. However, there was a mod- 
erate turn for the better earlier 
this year, which has now been ac- 
celerated by the defense program’s 
guarantee of high econmoic ac- 
tivity for an extended time to 
come. New orders in July were 
double those of June, and four 
times those of July, 1949. It is an 
industry of in-and-out earnings, 
and of relatively small but finan- 
cially strong companies. The 
stocks generally sell under book 


values; and in many instances 
around, if not below, net quick as- 
sets per share. One of the best of 
them is Cincinnati Milling Ma- 
chine, usually the largest company 
in annual volume. An unusual 
thing about this company is that it 
has paid cash dividends each year 
since 1894, excepting 1922 when 
the stock was split 6-for-1 and a 
stock dividend in preferred shares 
was paid. The present indicated 
rate, inclusive of a probable year- 
end extra, is $1.75. Earnings last 
year were $2.65 a share, only a 
shade better than in the depres- 
sion year 1938 and comparing with 
1942 wartime peak of $8.46 a 
share. A year-to-year shrinkage 
was shown for the first half, but 
sharply improved results are 
ahead. There are only 850,000 
shares of common (preceded by 
48,874 shares of $4 preferred), 
and much of this is closely held, 
making the stock thin. The current 
price is around 31. The book value 
is over $43 a share and net quick 
assets approximate $30 a share. At 
the end of 1949, cash holdings 
alone were four and a half times 
total current liabilities. 


Axles 


As noted in this column before, 
makers of motor trucks are in a 
strong revival after more than a 
two-year downward cycle; and 
prospects in a war or semi-war 
economy are favorable. One of the 
outstanding beneficiaries is Tim- 
ken-Detroit Axle, leading maker 
of heavy-duty axles and related 
parts for trucks, trailers and 
buses. The company also makes 
oil burners. Earnings probably 
were around $2 a share for the 
fiscal year ended June 30. They 
could easily be $3 to $3.50 in the 
current fiscal year, despite allow- 


(Please turn to page 644) 


























DECREASES SHOWN IN RECENT EARNINGS REPORTS 

1959 1949 
N. Y. Central R. R. 7 months July 31 $ .11 $ .29 
Twentieth Cent.-Fox Film 26 months July 1 1.59 1.95 
Paraffine Companies Year June 30 -90 2.14 
Oliver Corp. 9 months July 31 4.00 4.99 
Archer-Daniels-Midland Year June 30 5.71 7.36 
Bullard Co. June 30 Quarter 44 76 
Cerro de Pasco Copper 6 months June 30 -80 1.03 
Ronson Art Metal Works June 30 Quarter -26 -99 
Stokely-Van Camp Year May 31 1.63 2.34 
Link Belt ... 6 months June 30 4.08 4.78 

629 


















- - 
Oo ae 
= 333 + = 


Wie Prin. 


ieyThe BUSINESS ANALYST £t... 







ji 
Lr{i | 
Hy 


—__ Tb thse 
PRC aoe WANA? 
UNS one OR WBS 


. ——- “aut Itt qh 


Whats Qhead por Rusiness > 


By E. K. A. 


The initial impact of the Korean crisis on our industrial 
economy has surpassed expectations. This column felt right 
along, and said so, that the seasonal summer lull would be 
milder and shorter, as was 
logically to be expected. 
But look what happened. In- 
BUSINESS ACTIVITY dustrial production in terms 

PER CAPITA BASIS of the Federal Reserve 
ee eer Board Index in June had 
( ’ reached a high of 199% of 
ren the 1935-39 average. In 
July, when the seasonal 
slack is usually most pro- 
nounced, it dipped a mere 
two points to 197. And now 
comes the FRB with an esti- 
mate that it expects the 
AGO August production index to 
hit 204, with allowances for 
normal seasonal changes. 
This will be the highest level 
since 1944, exceeding the 
1948 postwar record of 195 
by a substantial margin of 
nine points. It will be only 
TEAR six points below the July 
AGO 1945 level. But it will still 
be considerably below war- 
time peak figures. In 1943, 
the index averaged 239% 
for the full year. 

Clearly, under the stimu- 
lus of heavy consumer and 
business buying after the 
invasion of South Korea, 
prices, business activity and 
incomes have increased con- 
siderably beyond the ad- 
vanced levels reached in 
1939 June. Consumer purchases 
of goods at retail, though 
reduced from the July peak, 
are still at a high level. For 
the week ended August 19, 
for instance, department 
store sales were running 
12% above year-ago levels 
whereas they averaged 26% 
higher in the preceding 
week. 

On the price front, though 
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new Government spending has not yet actually begun on any 
important scale, heavy forward buying by consumers and 
producers resulted in sharp advances in industrial raw mate- 
rials prices, farm products, and foods. This advance has now 
slowed, but not without first being followed by large price 
increases in the chemical and textile groups. Sharp increases 
in building materials prices were also noted. The upward 
price trend on the whole continues to spread throughout in- 
dustry and its impact is being increasingly reflected at the 
consumer level. Yet nothing much is likely to be done about 
it any time soon. 

Passage of the defense production bill, giving the Presi- 
dent vast control powers over the economy, is virtually com- 
pleted at this writing and controls are scheduled to start about 
two weeks after enactment, but there is every indication that 
the Administration will go slow at first. According to advance 
information, the first two steps will be establishment of a 
monthly inventory and order reporting system, and the set- 
ting aside for war production of quantities of about twenty 
key commodities. 

The program will start off on a voluntary basis, it is said, 
but with the club of mandatory powers overhanging. Pro- 
vided that the voluntary system works adequately, it is be- 
lieved that recourse to mandatory controls won't be neces- 
sary until six months hence or more, when defense produc- 
tion is expected to get into high gear. Until then, too, civilian 
cutbacks are not likely to run heavy, it is thought. Any change 
for the worse in the international situation may of course 
quickly alter this outlook. 

Barring the latter, price controls—even on vital materials 
under allocation—are much less certain. The White House 
wants to avoid them as long as possible; chances are there 
won't be any at least until another round of wage boosts has 
been forced through by labor. However, in view of the 
limited nature of mobilization and the time lag involved in 
getting into war production, pressure on most prices should 
gradually lessen, particularly once inventory control is be- 
coming effective. 


Guided Expansion 


Interesting feature of the defense production bill is the 
authority—with perhaps $2 billion to back it up—for Govern- 
ment-directed expansion of industry. What's more, these $2 
billion will be only a starter in the view of informed officials. 
Areas where expansion will most likely be pushed include 
steel, aluminum, copper, freight cars, electric power and a 
good many others. Work has already been started to set 
tentative production goals in these fields—high enough to 
meet a combined military-foreign arms aid budget of some 
$30 billion and at the same time for expanding civilian out- 
put to obviate serious shortages. 
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The Business Analyst 





MONEY AND CREDIT—During the fortnight ended August 
26, common stocks listed on the New York Stock Exchange 
advanced to a new high average since 1948. The more specu- 
lative low priced stocks also rose to a new high average 
since 1948; but the higher priced stocks have thus far suc- 
ceeded in recovering only 96% of their three weeks of war- 
scare decline. During the fortnight, 14 of our 46 group indexes 
also made new highs for various periods, as tabulated on the 
second page following. Corporate bonds and preferred stocks 
crept forward to new average highs since September 20, 
1947, despite announcement of an increase of 14% on short 
term bank loans. New York bank stocks rose fractionally, and 
foreign government dollar bonds recovered to the best aver- 
age level since July 8. Demand deposits at weekly reporting 
member banks expanded $126 million during the first seven 
weeks of the current fiscal year. They contracted $49 million 
during the corresponding interval last year. In the fiscal year 
to August 23, member bank reserves have risen $454 million, 
thereby permitting expansion of around $200 million in earn- 
ings assets. The Government's budget deficit for eight weeks 
has been only $530 million, compared with $1,616 million 
in the corresponding period last year. Receipts have been 
$174 million larger this year and expenditures $912 million 
smaller. For the first four weeks of August there has actually 
been a surplus of $602 million, against a $128 million deficit 
last year. The cold war between the Treasury and Federal 
Reserve Board over fiscal policies has waxed warmer since 
our last issue. To implement the Board's belief in higher inter- 
est rates as one of several sensible weapons for fighting infla- 
tion, the Reserve Bank of N. Y. hiked its discount rate to 154%, 
from 1/2%. Member banks of this district responded promptly 
with an across-the-board increase of %4% in their own rates 
on short term loans. At the same time, the Treasury offered 
two new 13-month notes paying 1%% to replace issues total- 
ing $13.5 billion coming due in September and October. This 
is the same interest rate the Treasury is now paying on similar 
issues. The Treasury also announced that insurance companies, 
savings banks and other institutional investors may buy up 
to $1.1 billion of Series F and G savings bonds this year, 
against the former limit of $100,000. Later, the Treasury told 
the F.R.B. that it expects the Board to manage the market 
for Treasury issues so that interest rates on Government securi- 
ties are kept at present low levels. Then the F. R. B. let it be 
known that other measures to tighten credit would be taken 
before long. The exchange of verbal volleys precipitated the 
heaviest turnover in Government securities in history during 
the week ended August 23. Banks and other investors hastened 
to get rid of low-yield Government securities and to buy long 
term Government bonds. To stabilize the market, Federal Re- 
serve Banks took all offerings and supplied all demands, end- 
ing up with a net increase of $243 million in holdings. The 
longer range consequence will be that the Federal Reserve 
Banks will have to take virtually all futu-e offerings cf new 
Treasury short term securities, for few outsiders will be inter- 
ested in such low-yield investments. This itself would be highly 
inflationary, unless the Reserve Banks sold a proportionate 
cmount of longer term Governments, thereby rrecipitating a 
decline in prices and raising the yield, which would be con- 
trary to Treasury instructions. Owing to her improved dollar 
exchange position, Canada will pay cash for half of her $100 
million of external bonds called for payment on October 1, 
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and issue only $50 million of refunding bonds. 
nee Pins 
TRADE—War scare buying lifted retail sales during July to 
a nation-wide total that was 19% ahead of a year ago. Sales 
of automobiles, building materials and home furnishings were 
up 40%. Not all of this fantastic increase, however, was due 
to scare buying. Last year’s business recession hit bottom in 
July and sales for that month were abnormally low. Later 
reports indicate that the stampede has now been moderating. 
During the week ended August 19, for example, department 
store sales throughout the nation were only 12% above a 
year cgo, against a four-weeks’ increase of 26%. 
antasmicaieenes 
INDUSTRY-—There has been little abatement, however, in the 
rush to get industrial orders on suppliers’ books before priori- 
ties and allocations are clamped on. As in previous outbursts 
there has been much duplication of ordering. 




















- oO- -_ - 
COMMODITIES—During the fortnight ended August 25, spot 
and futures indexes climbed to new heights in over two years. 


tert ees 

BUSINESS ACTIVITY continued to expand during the fort- 

night ended August 19, despite sharp curtailment in steel opera- 

tions necessitated by the five-day switchmen’s strike; but gains 
(Please turn to following page) 
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: Essential Statistics 
Latest Previous Pre- 
Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 

MILITARY EXPENDITURES—$b (e) Jul 1.18 1.20 1.20 1.55 ; 

Cumulative from mid-1940 Jey 398.8 3976 384.6 13.8 (Continued from page 631) 

FEDERAL GROSS DEBT—$b Aug. 23 257.8 257.6 255.2  . 55.2 | were at a somewhat slower pace than dur- 

ing the corresponding interval last year, 
aetaniel SUPPLE ~Gh so that the margin of annual improvement 
Demand Deposits—94 Centers______ | Aug. 16 48.1 48.4 46.1 26.1 natin a tik tn 14.4%. 
Currency in Circulation Aug. 23 27.0 27.0 27.3 10.7 

BANK DEBITS—13-Week Avge. : i : 

New York City—$b Aug. 16 9.10 9.06 8.65 4.26 Thus far there has been little abatement 
93 Other Centers—$b Aug. 16 13.99 13.91 11.80 7.60 | in the scramble for durable goods. Ex- 
peditures on new CONSTRUCTION climbed 

PERSONAL INCOMES—Gb (i2} June ri =: |S in July to a new monthly high of $2.6 bil- 
vienna ied Jone sd oie - ve lion—25% above a year ago, against a 
cveneind mane ~ Jone - - ned <a 7-month rise of 19%. Dwelling starts, how- 
nik Se — “a a “a : ever, are showing a somewhat slower rate 

gecoma reom AGRICULTURE) i ne “i a ” of annual increase. In July, they were only 

49% above a year ago, compared with a 

POPULATION—m (e) (cb) July 151.8 151.6 149.3 133.8 | 7-month increase of 54%. Demand is ris- 

Non-Institutional, Age 14 & Over | july 110.8 110.7 109.7 101.8 | ing for homes in the countryside as havens 

Labor Force July 657 66.2 65.3 57.5 | of refuge from possible A bomb attacks. 

Military July 1.31 1.31 1.46 1.89 | Residential building contracts east of the 

Civilian July 644 649 63.8 55.6 | Rockies in July, according to the F. W. 
Unemployed July 3.2 3.4 4.1 3.8 | Dodge Corp., were 98% ahead of July 
Employed July 61.2 61.4 59.7 51.8 last year, 

In Agriculture July 8.4 9.0 9.6 8.0 * * * 

wreieiaia July 52.8 niga wage pega Factory sales of household VACUUM 
a: eee July 45.9 50.1 43.8 43-2 | CLEANERS in July were 12% ahead of 
Weekly Hours July 37.7 41.8 39.2 42.0 June, and 73% above the depression’s low 
vase i di ~~» » = =... ae July last year. Iron ore consump- 

EMPLOYEES, Non-Farm—m (Ib) July 44.0 44.0 42.6 37.5 tion in July was 44% larger than in the 
Government July 5.7 5.8 5.7 4.8 corresponding month a year earlier. 
Factory July 12.1 12.1 11.2 11.7 " - x 

Weekly Hours July 40.4 40.4 38.8 40.4 
Hourly Wage (cents) July 146.1 145.4 140.8 77:3 MACHINE TOOL ORDERS in July soared 
Weekly Wage ($) July 59.02 58.74 54.63 21.23 | to a 7-year monthly high—double the June 

PRICES—Wholesale (Ib2) Aug. 22 166.1 164.9 152.7 92.5 res d cage it se = eee tow 
Retail (cdlb) Pita 187.55 1857 1883 1162 Y — 

COST OF LIVING (Ib3) June 170.2 168.6 169.6 100.2 oe te” te 
Food June 204.6 2003 2043 113.1 | FREIGHT CAR SHORTAGES ore a seri- 
Clothing Rl 185.0 185.1 190.3 1138 ous bottleneck just now that hamper the 
Rent en 123.9 123.5 120. 107.8 smooth functioning of our strained econ- 

en seeananiah omy. The malady will grow worse before 

: conditions can be improved. Expanding 
snares ingame fly a A | enilnary shi ments are already sidetrack- 
Sunahty am rapid _ — sed riba ing te catia goods waa big farm 
, 

eben ate ap = sad ae | harvests will soon have to be moved. For 

Dep’t Store Sales (mrb) July 0.80 0.79 0.60 0.42 Sia stilt ft ee 
Retail Sales Credit, End Mo. (rb2)— | June — a 2 ee 
_ are operating on a short work week, 

MANUFACTURERS’ though they have enough orders on hand 

New Orders—$b (cd) Total June = wa sd _ for capacity output. The number of new 
Durable Goods ne me vais airs iy freight cars ordered in July exceeded 
Non-Durable Goods_ and = a aipl 30,000, largest for any month in 26 years, 

Shipments—$b (cd)—Total — yl sees ips ye and backlogs of unfilled orders will rise 
Durable Goods ~~ Sune 9.5 8.9 77 4.1 before long to above the 100,000 mark; 
Non-Durable Goods June 11.2 11.0 9.9 42 | but it takes time to speed up production. 

BUSINESS INVENTORIES, End Mo. Deliveries in July numbered only 3,464. A 

Total—$b (cd) June 55.3 55.1 55.4 28.6 few years ago the industry had great diffi- 
Manufacturers’ June 31.7 31.3 32.9 16.4 culty in achieving a monthly production goal 
Wholesalers’ June 9.3 9.3 8.8 4.1 of 10,000. . 

Retailers’ June 14.3 14.5 13.7 8.1 * * * 

Dept. Store Stocks (mrb) June 2.1 23 2.0 1.4 Though some populous manufacturing 

BUSINESS ACTIVITY—1—pc Aug. 19 177.5 1765 157.8 1418 | centers are already beginning to recruit 
(M. W. S.)—1—np aoast® 208.2 -—«-207.1 182.0 146.5 skilled workers from outside districts, there 
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OK ‘ Latest Previous Pre- 
neh Wk.or Wk.or Year Pearl PRESENT POSITION AND OUTLOOK 
Date Month Month Ago Harbor* 
neuen ony ae | ten sine sie Load 174 | is still a large LABOR RESERVE that can be 
dur- —— ‘ime be pein bing sooo drawn upon as the need arises. Factory 
ear, Durable Goods Mfr___._.. | June 236 231 194 220 weekly man-hours in early July were still 
nent Non-Durable Goods Mfr.__. | June 186 181 161 151 only 40.4. At the peak of our World War 
CARLOADINGS—t—Total | Aug. 19 851 847 731 833 ll effort in 1944 they reached 45.2. Unem- 
Manufactures & Miscell | Aug. 19 397 392 346 379 ployment in early July numbered 3.2 mil- 
iia Mdse. L. C. L | Aug. 19 89 88 92 156 lion. It might be cut to a million. And mil- 
“i Grain | Aug. 19 ee lions of women workers could again be 
bed ELEC. POWER Output (Kw.H.) m | Aug.19 6370 6,253 5,579 3,267 drawn from the home into civilian service. 
bil- - | - — —_——— | Altogether, it is a safe guess that non-farm 
re _— i an = a Seiad - Rig 19 75 10.8 | man-hours of work could be boosted 25% 
at, ih wri — on. 1___ | — is ; 288 A 310 , — in an emergency, though at the cost of an 
onl ee ene 3 448 74.2 61.8 | inflationary rise in wages. 
only PETROLEUM—(bblis.) m * . * 
ha Crude Output, Daily——____——_ | Aug. 19 5.7 5.7 4.8 4.1 There is enough reserve capacity to meet 
ris- Gasoline Stocks Aug. 19 108 108 108 86 = a prospective expansion in demand for 
ens Fuel Oil Stocks Aug. 19 42 42 68 94 | COAL; but extension of the war area could 
cks. Heating Oii Stocks Aug. 19 65 = 55 | bring serious shortages in PETROLEUM 
the LUMBER, Prod.—(bd. ft.) m Aug. 19 900 920 737 632 products, despite the circumstance that 
W. Stocks, End Mo. (bd. ft.) b______ | June 6.1 6.1 7.3 12.6 crude output is already 1/6th above a year 
July STEEL INGOT PROD. (st) m Jul 8.09 a9” sae ae | OR Oa enn toeend '@ See cre 
E — ; : ; high. Washington says that motorists have 
Cumulative from Jan. 1_-.__ | July 55.2 47.1 51.8 747 | g g Y ; aie 
more to fear from gasoline rationing than 
UM ENGINEERING CONSTRUCTION from a tire shortage if the war grows hotter. 
af MERE~Se (on) Aug. 24 199 250 148 94 Prices for gasoline, fuel, heating and lubri- 
"als, Cumulative from Jan. }_W-_ Aug. 24 7,662 7,463 5,341 5,692 : cating, oil; have been rising. Strikes at re- 
mp- MISCELLANEOUS fineries are preventing inventory rebuild- 
the Paperboard, New Orders (st)t______ | Aug. 19 266 238 186 165 ing of the latter. 
U. S. Newsprint Consumption (st)t__ | July 437 489 406 352 : i a 
Do., Synthetic __ a _ | July 629 555 674 523 Biggest and most immediate shortage 
Natural Rubber Consumption (It)t__ | June 62.9 63.8 47.1 54.3 threat is however in the field of non-fer- 
red Do., Stocks (mpt), End Month_____ | June 48.1 46.4 37.2 0.5 | rous metals, aggravated by stepped-up 
une Pneumatic Casings Production—m_— | June 8.5 8.6 7.4 4.0 Government stockpiling. 
low 


b—Billions. cbh—Census Bureau. cd—Commerce Dept. cd2—Commerce Dept., seasonally adjusted monthly totals at annual rate, before taxes. 
cdlb—Commerce Dept. (1935-9—100), using Labor Bureau and other data. e—Estimated. en—Engineering News-Record. |—Seasonally adjusted index 
(1935-9—100). Ib—Labor Bureau. Ib2—Labor Bureau (1926—100). Ib3—Labor Bureau (1935—100). It—Long tons. m— Millions. mpt—At mills, publishers, 
and in transit. mrb—Magazine of Wall Street, using Federal Reserve Board Data. np—Without compensation for population growth. pc—Per capita basis. 



































eri- th—Federal Reserve Board. rb2—Federal Reserve Board, instalment and charge accounts. st—Short tons. t—Thousands. *—1941: November, or week 
the ended December 6. 
On- THE MAGAZINE OF WALL STREEET COMMON STOCK INDEXES 
ore 
ing No. of 1950 Indexes (Nov. 14, 1936, Cl.—100) High low Aug. 18 Aug. 25 
k Issues (1925 Close—100) High Low Aug. 18 Aug. 25 100 HIGH PRICED STOCKS 96.03 85.27 95.47 94.77 
— 325 COMBINED AVERAGE 1553 1347 1553D 153.6 | 100 LOW PRICED STOCKS 185.23 151.88  185.23D 182.87 
arm 4 Agricultural Implements 218.1 180.7 214.6 218.18 5 Investment Trusts 79.9 66.5 73.8 73.1 
For 10 Aircraft (1927 Cl.—100)...... 262.9 170.8 257.1 251.1 3 Liquor (1927 Cl.—100) 946.2 797.3 946.20 914.6 
nes 6 Air Lines (1934 Cl.—100).... 538.3 450.3 513.6 501.4 11 Machinery . 165.5 140.6 164.7 162.1 
ek, 7 Amusement 104.4 78.0 90.9 89.3 3 Mail Order 1729 99.6 113.3 110.5 
10 Automobile Accessories 230.4 190.9 222.6 2075 3 Meat Packing 99.1 85.9 99.1B 96.5 
an 12 Automobiles = 37.3 28.5 37.3B 37.0 12 Metals, Miscellaneous 186.3 139.9 184.3 186.38 
lew 3 Baking (1926 Cl.—100) 23.3 19.0 19.9 20.0 MS \FOUOO ...5:. <<. 1284.3 1213.4 284.3Z 281.9 
Jed 3 Business Machines .................. 276.5 226.5 2559 247.8 30 Petroleum 306.9 241.8 306.9Z 302.9 
ars, 2 Bus Lines (1926 Cl.—100)........ 176.6 145.9 156.6 156.6 27 Public Utilities 153.7 127.7 134.7 134.2 
A 5 Chemicals : ; . 304.2 256.4 296.4 295.0 5 Radio & TV (1927 Cl.—100) 35.3 18.1 29.0 26.9 
rise 3 Coal Mining 14.3 11.3 13.6 13.7 9 Railroad Equipment 55.4 43.0 55.4B 53.2 
ark; 4 Communication . 61.6 41.9 57.4 55.2 24 Railroads ... 28.5 22.3 28.5B 28.2 
ion. 9 Construction ; 64.9 51.3 56.2 56.0 3 Realty ...... 35.9 30.7 33.2 33.6 
x 7 Containers ... 342.1 282.1 317.0 321.4 3 Shipbuilding 166.2 139.7 161.5 157.5 
fi 9 Copper & Brass...... ' . 109.3 80.3 108.4 109.3B 3 Soft Drinks 391.6 295.9 308.5 311.8 
Dis 2 Dairy Products 78.3 68.1 76.0 7 po & 15 Steel & Iron 129.2 96.1 129.2D 128.8 
oal 5 Department Stores : 67.2 56.6 65.9 64.9 3 Sugar ...... 60.7 48.7 60.7D 59.6 
6 Drugs & Toilet Articles........... 209.8 170.2 189.3 187.1 2 Sulphur ....... 353.7 301.6 353.7U 349.2 
2 Finance Companies 361.8 253.8 265.7 271.6 5 Textiles ...... 159.3 119.9 159.3B 157.0 
. 7 Food Brands . 181.4 162.0 173.7 174.1 3 Tires & Rubber 42.6 32.0 42.4 42.6D 
ing 2 ROOM SONOS 5h occiexcvssecessne0.0s MORRO 86.3 94.8 95.4 6 Tobacco ... 88.2 77.3 81.5 81.0 
ruit 3 Furnishings ............. ras 80.8 61.1 66.3 66.2 2 Variety Stores 352.3 313.2 324.0 321.5 
ere 4 Gold Mining .............. Actses Fae 509.7 538.9 546.7 19 Unclassified (1949 Cl.—100).... 110.0 93.2 105.6 106.2 
— New HIGH since: B—1948; D—1946; U—1928. Z—New all-time HIGH. r—Revised. 
EET 
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Trend of Commodities 





Commodity price indexes, spot and futures, extended their 
advance during the fortnight ended August 25, reaching new 
highs for over two years. Cash wheat closed 11 cents lower 
on the fortnight; but lead advanced 2 cents, while wool rose 
11% and rubber 24%. Tin at one time touched $1.075 a 
pound, only 2/2 cents short of its record high in 1918. Acting 
upon advice of industrial users, the Commerce Department has 
ordered a 13% reduction in consumption of rubber for civilian 
processing during the remaining 4 months of 1950. Nearly 
all of the cut will probably be made in natural rubber which, 
at 56 cents a pound, costs 3 times as much as synthetic at the 
Government-fixed price of 18% cents. But whatever is saved 
under this program will go into the Government stockpile 
and hence have no effect upon the price of crude. U. S. con- 
sumption of apparel wool this year is expected to reach 415 


million pounds, up 21% from last year; but domestic pro- 
duction will be no more than last year’s record low of 11] 
million pounds. The Government would like to acquire a big 
hunk of the Australian wool clip, and keep it away from 
Russia; but nothing definite has been arranged yet to im- 
plement this desire. Having contracted for virtually all the 
surplus sugar of Cuba, Puerto Rica and the Virgin Islands— 
totaling 750,000 tons, the Government has clamped on ex- 
port controls requiring licenses for shipments to all countries 
except Canada. The domestic sugar quota for 1950 has been 
boosted to 8.7 million tons—largest on record, and 1.12 mil- 
lion tons above last year. The Government is also dickering 
with Hawaii for an additional 100,000 tons. Farmers have re- 
claimed virtually of the 3,190,150 bales of cotton pledged 
under 1949-crop price support loans. 








WHOLESALE COMMODITY PRICES 


























































































































180 I “wh 
} N. FARM PRODUCTS 
160 £ we & £ | 
160 il "4 
155 , 
140 = 175 | RAW MATERIALSA 
_ | 
° 14S or o's @ 'e 
= 120 a ALL COMMODITIES 160 4 
. = A ~~ 2 
) | 2 Cam ya ar 
> bee oete P00, a ra 
o Lr. NON FARM PRODUCTS, fam... enor?” 
2 10 145 —j yi 
3 MANUFACT 
PRODUCTS 
BL Li. 130 
60L t tit eae ee he ee ee a ee 100. 
1935 1990 1945 1946 1947 1948 1949 1950 48 1949 19 50 





U. S. DEPARTMENT OF LABOR INDEX OF 28 BASIC COMMODITIES 
Spot Market Prices—August, 1939, equals 100 

Date 2 Wk. 1Mo. 3 Mo. 6Mo. 1Yr. Dec. 6 

Aug.28 Ago Ago Ago Ago Ago 1941 

318.3 307.7 303.0 265.7 247.9 247.6 156.9 

343.8 331.2 314.3 266.3 250.5 247.3 157.3 

302.9 293.4 296.0 265.3 246.3 247.8 156.6 


28 Basic Commodities 
11 Imported Commodities 
17 Domestic Commodities 










RAW MATERIALS SPOT INDEX 
MAY JUNE JULY AUC. 
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14 Raw Materials, 1923-25 Average equals 100 


Aug. 26, 1939—63.0 Dec. 6, 1941—85.0 
1950 1949 1947 1945 1941 1939 1938 1937 


High 168.5 161.5 1640 95.8 85.7 783 65.8 93.8 
J eee 134.2 134.9 1264 93.6 743 61.6 57.5 647 
634 


Date 2 Wk. 1 Mo. 3 Mo. 6Mo. 1Yr. Dec. 6 
Aug.28 Ago Ago Ago Ago Ago 1941 
. 361.2 348.0 354.4 329.1 304.6 297.8 163.9 

368.5 363.9 369.4 334.9 307.1 297.9 169.2 

296.4 282.7 272.1 236.8 220.9 223.1 148.2 


COMMODITY FUTURES INDEX 
MAY JUNE JULY AUG. 5 


7 Domestic Agriculture 
12 Foodstuffs 
16 Raw Industrials 
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Average 1924-26 equals 100 
1950 1949 1947 1945 1941 1939 1938 1937 


High . 181.8 146.2 184.4 111.7 88.9 67.9 57.7 866 
Me ci catecesceses 140.8 1286 1230 98.6 58.2 489 47.3 546 
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Keeping Abneast of Industrial 


- and Company News ¢ 





Recent Government restrictions on the use of 
crude and man-made rubber at a time when demand 
is abnormally strong are testing the resourceful- 
ness of manufacturers in this field. To meet the chal- 
lenge, B. F. Goodrich Company is reopening a re- 
claim rubber plant in Akron, scheduled to be in full 
operation by early fall. For the past two months, 
reclaim output has been virtually sold out, and be- 
cause of the boom, combined with high prices for 
crude, it is possible that reclaim rubber production 
may mount to a record peak of 300,000 long tons. 


The Philippine Government has awarded a $4.6 
million contract to Westinghouse Electric Interna- 
tional Company for the development of a chemical 
fertilizer works and a 25,000 kw hydro-electric plant 
in Mindanao. The fertilizer facility will have an an- 
nual capacity for 50,000 tons of ammonium sulphate 
to stimulate production of sugar and rice, and will 
receive its power from the projected new generating 
plant nearby. The prospect of effecting a $4 million 
exchange saving yearly on the fertilizer produced 
motivated the project. A little more than a year will 
be required for completion. 


Operations slowed by shortages of component 
parts, together with advanced materials costs have 
prompted leading concerns in the television industry 
to adjust their prices upward on a broad scale of 
late. Latest to announce a lift has been Allen B. Du 
Mont Laboratories, which have put into effect price 
increases of 10° on several of their new 1951 
models. Despite this boost, though, the new Du Mont 
sets are still selling substantially below the 1950 line, 
due to price reductions earlier in the year. 


In Gary, Indiana, a new $7 million automobile 
body plant constructed by the Budd Company has 
begun preliminary production, and by October 
should be nearing capacity operations. Covering 
293,000 square feet and located on a 137 acre tract, 
this structure is claimed to be the most modern of 
its kind in the world. Upon installation of final 
equipment, the plant will accommodate 41 huge 
presses from which, tampings will be made to be 
finished and conveyed over a 1089-foot line for load- 
Ing on trucks and railroad cars. Provision has been 
made to park about 400 automobiles belonging to 
employees and officers, while locker rooms, a cafe- 
teria and canteen are spacious and clean. The entire 
area will be fully landscaped to enhance the sur- 
roundings., 


The Ohio Edison Company, now operating 14 
Plants capable of producing more than 1.1 million 
kilowatts, plans to build another, and the largest of 
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all, on the Mahoning River near Niles, Ohio. This 
new steam-electric generating platn will cost about 
$20.6 million, and at the start should produce 106,000 
kw of electricity. The size of the plant, however, is 
designed to permit eventual installation of another 
similarly large generating unit. In efficiency this 
new facility will rank as an outstanding project in 
the utility field. Under continuous operation, it is 
expected that the plant will generate electricity at 
an efficiency of three-quarters of a pound of coal per 
kilowatt hour. 


Big new pipe-laying machines recently began to 
cut trenches in a Texas hay field, heralding the start 
of a $120 million project to transport natural gas 
from the rich Texas Gulf Coast area to the Chicago 
region. A subsidiary of Peoples Gas Light & Coke 
Company has put construction crews numbering 
more than 2000 men at work to assure completion of 
the new 30-inch pipeline by late 1951. Stretching 
more than 1330 miles along the right of way, the 
transmission line will have an initial capacity of 305 
million cubic feet of natural gas daily, and when 
additional compressor stations are constructed, the 
figure will rise to 500 million cubic feet daily, thus 
matching the present capacity of the dual pipelines 
of an affiliate of Peoples Gas which extend to Chicago 
rice the Texas Panhandle and western Oklahoma 
fields. 


On August 28 the Secony-Vacuum Oil Company 
announced completion of its first successful well in 
Canada, 50 miles southeast of Edmonton in Al- 
berta Province. The well has been designated Socony- 
Vacuum Flint No. 1. Its oil is sweet, and with 33.8 
gravity and a 500-to-one gas-oil ratio. The well taps 
29 feet of Devonian limestone at a depth of 4507 
feet, and from tests with a half-inch choke flowed at 
daily rates ranging from 200 barrels daily to 700 
barrels. This development is interesting because 
previously the company had made nine unsuccessful 
drillings in Alberta, where it has 4.5 million acres 
under lease. 


The continuing demand for additional coal to 
make more steel for national defense purposes has 
induced H. C. Frick Coke Company to open a new 
1000-ton a day coal mine in Washington County, 
Pa. Another mine of the same capacity will also be 
opened in Fayette County that had been closed 
since 1928. The new mine will require more than a 
year to get into full operations, as will also the one 
to be rehabilitated. For the former, a river tipple will 
be built to carry coal by barge to the Carnegie-Illi- 
nois Steel’s coke plant 42 miles distant, but the out- 
put of the reopened mine will go to nearby beehive 
coke ovens. 
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Massachusetts is leading the nation in the adop- 
tion of rubber in road construction to reduce main- 
tenance costs, cut down traffic noises and increase 
riding comfort. A 514 mile, four-lane “rubber high- 
way,” the longest of its kind in the world, has been 
formally opened to traffic on the old Boston Post 
Road, now U. S. Route 1, the main highway ex- 
tending from Maine to Florida. By combining as- 
phalt with a new meltable rubber compound called 
Surfa-Sealz, a product of United States Rubber 
Company, it is believed that maintenance costs which 
were running as high as $1000 per year will be 
eliminated. Current plans of the highway officials 
include resurfacing of another 20 miles with rubber- 
asphalt in the Commonwealth very shortly. 


Successful testing of a giant transformer, almost 
as large as a five-room house, has just been com- 
pleted by General Electric Company in its Pittsfield, 
Mass. plant. Rated 100,000 kw, the three phase, 
super-fan cooled transformer is the most powerful 
yet designed to operate at voltages as high as 138,- 
000 volts. As recently as 1940, there were no facili- 
ties that could produce a unit of such huge propor- 
tions, as cranes of 250 tons capacity were then 
unknown although esssential for the work. New 
manufacturing facilities of General Electric were 
completed just in time to do this job. The monster 
transformer was the first of four to be shipped 
eventually to the Union Electric Company of Mis- 
souri on special drop-frame railroad cars, of which 
there are only three in the country. 


Pacific Fruit Express Company, owned jointly by 
the Union Pacific and Southern Pacific Railroads, 
will add another 2100 refrigerator cars to its present 
big fleet of 38,000 units, already the world’s largest. 
The new acquisition will raise to approximately $125 
million the cost of PFE’s modernization and general 
repair program since the end of World War ' 
Included in the latest addition will be 100 heavily 
insulated super-giant 50-foot cars for use in moving 
the steadily increasing traffic in frozen foods. In- 
dependent car builders will get none of the business 
as the company plans to construct all of the equip- 
ment in its own shops. 


Apropos of cross country freight shipments, it is 
interesting to learn from United Air Lines that cut 
flowers delivered to florists across the country lead 
the list of air freight commodities carried by the 
company. In order of volume, machines and machine 
parts, wearing apparel, electrical equipment, auto- 
motive parts and accessories, dry goods, radios and 
parts, aircraft parts, chicks and poults, and printed 
matter bring up the procession. 


Lever Brothers Company has awarded a contract 
to the George A. Fuller Company for construction 
of its new 21-story headquarters that will be an 
outstanding feature of New York’s Park Avenue by 
the early fall of 1951. This unique structure will be 
entirely occupied by Lever Brothers and its sub- 
sidiaries, Pepsodent, Jelke Good Luck Products and 
Harriet Hubbard Ayer, Inc. The main structure, 
providing 280,000 feet of floor space, will be confined 
to one-fourth of the lot area to assure permanent 
light, air and views. An arcade opens to the street 
on three sides and the ground floor will allow for a 
large center garden, while a landscaped terrace will 
be a feature of the second floor. The “skin” of the 
building will be composed entirely of stainless steel 
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and heat-resistant glass. Although the glass will |— 
have a blue tinge on the outside, from within it will | 
be colorless and will filter out 30% of the sun’s | 
radiant heat. 


A voluntary price freeze for a year to serve as a 
brake on the current inflationary trend has brought 
commendation to Charles Pfizer and Company. This 
the world’s largest producer of citric acid, a major 
chemical product, has established a guaranteed price 
to hold for a full year ahead, thus eliminating all 
scare buying and hoarding of this essential chemi- 
cal. Citric acid is the standard acidulent in bever- 
ages, jams and jellies, and is extensively used in — 
candies, frozen foods, gelatin desserts, etc. It is Th 
interesting to note that in World War II, Charles _ wil 
Pfizer Company established a similar price freeze an} 


on this acid. = 
Developments in Korea have brought quickly a “i 


substantial military order to Abbott Laboratories and 1 
the company has been prompt in shipping. The order 2. 
called for 25 million Halazone tablets to be used for 3, 
water purification purposes. Abbott is the largest ‘ 
producer of the item. The tablets were flown from 4 
Chicago to San Francisco in four cargo planes and ‘ 
from there are proceeding by ship to the battle zone. 5 
Halazone tablets rapidly sterilize contaminated “"_ 
drinking water, with one tablet sufficient to purify 

a pint. 

Radio Corporation of America is voluntarily sur- _ ,;,,, 
rendering to the public three of television’s best  cste 
known trade marks and a famous miniature tube _ tion 
name. Iconoscope, first electronic “‘eye” of the tele- ‘5 
vision camera; Kinescope, picture tube of television ""” 
home receivers; Orthicon, an improvd TV pick-up 


tube, and Acorn, a tiny radio tube commonplace in S 
portable sets, will no longer be registered in the the 
U. S. Patent Office. RCA feels that its step will ° 

stimulate progress in the radio and electronic fields ee 
in which the company is a major factor. 


One result of interrupted trade with Red China I 
has been a spectacular rise in the price of long _ sale 
China bristles in wide demand by professional paint- _ inec 
ers requiring the highest grade ot brushes. Back in — sha 
1932, according to Pittsburgh Plate Glass Company, h 
a leading producer of brushes, an unlimited supply © sale 
of fine China bristle was available at 64 cents a $67 
pound. By 1939 the price had risen to $2.30 a pound, — $2,6 
but currently the average price tag reads no less _ pre! 
than $11, recently advancing 20 cents a pound I 
within two weeks. The Communist Government con- yea 
trols the export of bristles and can raise prices at dev 
will, but now and then the urge for American dol- _ tion 
lars allows a limited amount of trade. visi 


Pro 
The du Pont Company has announced plans for  ajye 


the eighth major expansion of its nylon manufactur- ym, 
ing facilities since the end of the late war, and the prot 
second at its Martinsville, Va. yarn plant. More than — coy 
100,000 square feet of floor space will be added to the frig 
plant’s present area of 500,000 square feet. The tion 
capacity of the Martinsville plant was virtually — visi 
doubled by a major addition in 1945-46, attended by — trib 
completion of a new plant in Texas to manufacture h 
essential “nylon salt.” A third yarn plant was built — civj 
in Tennessee in 1948 and is now being expanded.  asid 
Several other facilities connected with nylon are also _ beir 
being expanded and improved. Altogether, the rec- _ port 
ord pretty well reflects the steadily increasing de- rad: 
mand for nylon products throughout the land. field 
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The Personal Service Department of THE MAGAZINE OF WALL STREET 
will answer by mail or telegram, a reasonable number of inquiries on 
any listed securities in which you may be interested or on the standing 
and reliability of your broker. This service in conjunction with your 
subscription should represent thousands of dollars in value to you. It is 
subject only to the following conditions: 

1. Give all necessary facts, but be brief. 


@ we 


addressed envelope. 


be. 


envelope. 


won 


Confine your requests to three listed securities at reasonable intervals. 
No inquiry will be answered which does not enclose stamped, self- 


No inquiry will be answered which is mailed in our postpaid reply 


Special rates upon request for those requiring additional service. 





Philco Corporation 

“With the strong demand for televi- 
sion sets in recent months I am inter- 
ested in finding out how Philco Corpora- 
tion fared as to sales volume and earn- 
ings and company’s prospects in the 
national defense program.” 

B. E., Hernando, Florida 

Sales of Phileo Corporation in 
the first six months of 1950 total- 
ed $147,012,000 and net income 
was $6,672,000, which was equiva- 
lent after preferred dividends, to 
$3.86 per common share. 

In the first six months of 1949, 
sales totaled $103,257,000 and net 
income was $1,998,000 or $1.08 a 
share after preferred dividends. 

In the second quarter of 1950, 
sales of Phileo Corporation were 
$67,525,000 and earnings were 
$2,598,000 or $1.49 per share after 
preferred dividends. 

In the second quarter of this 
year, Phileo absorbed the costs of 
developing and starting produc- 
tion on its new 1951 line of tele- 
vision sets and radio receivers. 
Production on the new lines has 
already reached substantial vol- 
ume. Demand for Philco’s other 
products continues strong and the 
company has had to allocate re- 
frigerators, freezers, air-condi- 
toners and ranges, as well as tele- 
vision and radio receivers to dis- 
tributors and dealers. 

_In addition to carrying on its 
civilian production, Philco has set 
aside separate facilities which are 
being devoted exclusively to im- 
portant government work in the 
radar, electronics and thermal 
fields. Phileo is one of a limited 
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number of industrial concerns 
used by the government for the 
past several years to carry on ad- 
vanced research and the engineer- 
ing development of new radar, 
communications and a variety of 
electronic equipments. This work 
is an important phase of the na- 
tion’s defense program, and the 
company is in a position to very 
substantially increase its produc- 
tion for the government, while at 
the same time it carries on a high 
volume of civilian production. 

Dividends in 1949 amounted to 
$2.00 per share. Recent quarterly 
dividend has been raised from 50¢ 
to 75¢ per share and total pay- 
ments thus far this year were 
$1.75 per share. 


Eastman Kodak Company 

“Please report the effect of the 
Korean war on Eastman Kodak Com- 
pany’s sales volume and recent earn- 
ings.” F. B., Paterson, N. J. 

Eastman Kodak’s net earnings 
for the first half (24 weeks) of 
1950 were $26,162,882, or $1.90 
per common share. This compared 
with $21,646,085, or $1.65 a share 
for the corresponding period in 
1949. 

Sales were $181,665,329 against 
$179,876,082 in the 1949 period. 
The 1949 sales figure is adjusted 
to the company’s new basis of con- 
solidation, which includes subsidi- 
aries in the United States only. 

The first quarter of 1950 sales 
lagged behind 1949 but the second 
quarter brought a steady sales in- 
crease for a number of the com- 
pany’s major products and the re- 


sult. being that in the first half 
year the company did a little bet- 
ter than holding its own in total 
sales, compared with 1949 and 
showed a rise in earnings. 

Two factors were especially im- 
portant in the good sales total and 
earnings. First, increased sales of 
photographic film and papers al- 
lowed for increased production. 
Second, there was a great im- 
provement over last vear in sales 
of the acetate yarn and staple of 
associate company, Tennessee 
Eastman Corporation. The latter 
corporation has products in the 
textile, plastics and chemical 
fields. 

Recordak Corporation’s sales of 
microfilming materials, equip- 
ment and service continued at a 
good rate though off slightly from 
1949. Sales of the Distillation 
Products Industries’ division—in 
the vitamin concentrate and high- 
yacuum equipment fields—were off 
sharply in dollar volume, mainly 
because of reductions in some 
vitamin prices. 

Orders for most of the com- 
pany’s major peacetime products 
have risen since the start of the 
Korean war. Some part of this in- 
crease in the photographic field 
may be due to the rebuilding of 
dealer inventories that had been 
somewhat on the low side recently 
pending a decision on excise tax 
cuts. Also, uncertainty on the part 
of customers as to the effects of 
government orders on Eastman’s 
production has added to increased 
demand. 

In World War II, the photo- 
graphic industry was able to take 
care of government needs as well 
as essential civilian needs. Since 
that time, the industry has im- 
proved its facilities and increased 
its capacity substantially. 

Since the start of the Korean 
war, the size of some of Eastman’s 
government contracts has been in- 
creased, deliveries had to be step- 
ped up in some cases and there has 
been an overall increase in amount 
of government work. As yet, how- 
ever, the amount is moderate in 
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relation to the total business of the 
company. 

Dividends totaled $1.70 a share 
in 1949 and similar payments are 
expected this year. 


United Gas Corporation 

“IT understand that the natural gas 
industry is a growth industry and there- 
fore would be interested in obtaining in- 
formation as to United Gas Corpora- 
tion’s recent revenues and prospects 
over coming months. I have been a sub- 
scriber to your publication for a good 
many years and find the articles and 
editorials very Sn and informa- 
tive.’ .J., Trenton, N. J. 

United Gas chase and 
subsidiaries showed consolidated 
net income of $9,777,294 for the 
six months ended June 30, 1950. 
This was equal to 92¢ per share on 
the 10,653,302 shares of common 
stock outstanding, and it com- 
pared with consolidated net earn- 
ings of $8,901,022 or 84¢ a com- 
mon share for the first six months 
of 1949. 

Consolidated net earnings for 
the twelve months ended June 30, 
last, amounted to $16,079,792 or 
$1.51 a common share, compared 
with $15,303,268 or $1.44 a share 
shown for the twelve months 
ended June 30, 1949. 

Improvements have been ex- 
perienced in all classes of operat- 
ing revenues in the first six 
months of this year, with the ex- 
ception of revenues from crude 
oil which had been affected by a 
slight drop in price received but 
in the main by curtailment of pro- 
duction due to proration, although 
in the month of July, there was 
some increase in the producing 
days. The market for natural 
gasoline and other liquid products 
also shows recent improvement in 
price. 

New industrial gas sales con- 
tracts are being made to custom- 
ers on the present system and to 
other pipe line companies. Rates 
are being adjusted upward on in- 
dustrial contracts now in force 
when their present terms expire. 

Operating expenses have in- 
creased due principally to in- 
creased cost of gas of approxi- 
mately $3 million, of which $1,- 
500,000 is due to the increased 
unit cost of gas purchases and the 
balance is due to increased vol- 
umes purchased to supply addi- 
tional sales. 

The increased and increasing 
demands for natural gas has 
made it necessary to reinforce and 
enlarge the pipe line system in a 
major way. An application has 
been filed with the Federal Power 
Commission for a Certificate of 
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Public Convenience and Necessity 
to authorize United Gas Pipe Line 
Company to construct approxi- 
mately 1,000 miles of large diame- 
ter lines to make gas available in 
increasing volumes to presently 
connected customers, new cus- 
tomers of the present system and 
to supply gas to other pipe line 
systems. 

Dividends of $1.00 per share 
were paid in 1949 and the same 
rate is being paid currently. 


American Agricultural Chemical 
Company 

“Tama new subscriber to your maga- 
zine and this is my first inquiry. Will 
you please advise on American Agricul- 
tural Chemical’s operations and earn- 
ings over the past a or two?’ 

. L., Boston, 

American Prt Chemi- 
cal Company for the fiscal year 
ended June 30, 1950 showed net 
sales of $44,383,666, net profit of 
$3,834,627, equal to $6.11 per 
share. This compares with 1949 
fiscal year net sales of $46,514,- 
747, net profit of $4,224,980, equal 
to $6.73 per share. 

Consolidated balance sheet as 
of June 30, 1950 showed total cur- 
rent assets of $25,006,353, total 
current liabilities of $5,368,002, 
leaving net current assets of $19,- 
638,351. 

Capitalization consists solely of 
627,969 common shares outstand- 
ing. 

Company is one of the leading 
producers and distributors of fer- 
tilizers in the country. It also pro- 
duces numerous other chemicals. 
Phosphate rock, an important 
raw material, is mined from own- 
ed deposits in Florida, while other 
fertilizer ingredients, such as ni- 
trate, potash and sulphur, are 
purchased. 

Production of chemicals in re- 
cent years has grown in import- 
ance so that now it accounts for a 
substantial part of the total busi- 
ness volume. 

Dividends including an extra 
totaled $4.50 a share in 1949. 
Dividend payments this vear are 
at the regular quarterly rate of 
75¢ per share and an extra of 
$1.50 was declared payable Sep- 
tember 28, making total payments 
thus far in 1950 $3.75 per share. 


Davison Chemical Corporation 


“Please report break-down on sales 
volume of the principal divisions of the 
Davison Chemical Corp. business and 
recent consolidated net ineome and fi- 
nancial position.” 


M. B., Cumberland, Md. 
The Davison Chemical Corpo- 
ration reported for the year end- 


Mass. 
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ed June 30, 1950, consolidated ne 


income of $2,159,536 after taxes, 
equal to $4.20 per share of capi. 
tal stock outstanding, compared 
with $2,275,884 and $4.43 per 
share in the 1949 fiscal year. 

Sales the past year were $34. 
974,856, second largest in the 
corporation’s history, and com. 
pared with $37,350,073 in the 
peak year of 1949. 

The balance sheet as of June 
30 showed net working capital of 
$11,562,229, higher by $1,454,043 
than the previous year’s figure, 
Current assets this year were 
$13,516,969 against $12,595,937 
in 1949; current liabilities were 
$1,954,740 against 


$21,365,174 on June 30, repre. 
senting a book value of $41. 56 per 
share for the 514,134 shares of 
capital stock outstanding. 

Sales of industrial chemicals 
account for 40% of the corpora- 
tion’s total sales, as compared 
with 37% for mixed fertilizers 
and 23° for phosphate rock and 
superphosphates. The correspond- 
ing figures for 1937, when a pro- 
gram of diversification was 
launched, were 11% for industrial 
chemicals, 76% for mixed ferti- 
lizers and 13% for phosphate 
rock and superphosphates. 

$1,561,042 was spent for addi- 
tions and replacements of plants 
and equipment during the past 
year. 

While many of the plant's 
facilities have been operating at 
a high percentage of capacity, the 
corporation’s position is such that 
it can move promptly to increase 
production if the recent changes 
in the international situation de. 
velop additional demand for its 
products. 

Dividend payments are 
per share quarterly. 


Allied Kid Company 

“Please furnish information as 
principal products produced by Allie 
Kid Company and comparative profits 
for the past two years.” 
B. F., Baltimore, Md 
Allied Kid Company operates 
three tanneries in Wilmington, 
Delaware, one in Camden, New 
Jersey, and a controlled subsidi- 

ary in Waterboro, Maine. 
Besides Kid, the company 
manufactures horsehide an 
patent leather, but Kid leather 1! 
suede and glazed finishes is Al 
lied’s principal product. The 
greater part of Kid sales consists 
of staple browns and blacks but é 
substantial volume is on fanc! 

(Please turn to page 644) 
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$2,487,751. | 
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How Much Inflation 
Through Defense Spending? 





(Continued from page 606) 


flationary situation. Thus as we 
move even into a limited military 
program, it is essential that we 
also promptly move into the fin- 
ancial and economic policies that 
go with it if the economy is to re- 
main sound, if inflation is to be 
held in check. These policies, as 
outlined in the foregoing, won’t 
be pleasant medicine to take, nor 
a popular medicine to prescribe. 
But unless we take it, we shall 
ultimately find the disease—perni- 
cious inflation—far worse than the 
medicine. 

In the final analysis, how much 
inflation we shall have will de- 
pend directly on the restraints we 
are willing to impose on ourselves 
to fight inflation. Since civilian 
production will remain high, 
thanks to our enormous produc- 
tive capacity and the limited 
needs of our preparedness efforts, 
these restraints may not even be 
too onerous, provided we forget 
politics as usual and approach the 
matter realistically. In that case, 
the inflationary threat would 
wane substantially. All the more 
reason, wWhv we should follow such 
a course. If we do, we shall find 
that present inflation fears are 
outrunning realities by a wide 
margin. 





New Outlook For Rubbers 





(Continued from page 627) 


force in the industry, formerly 
subjected to wide swings in the 
price of natural crude rubber. In 
theory, it became practical to use 
synthetic rubber exclusively, es- 
pecially after the more efficient 
“cold rubber’? made its appear- 
ance, but international considera- 
tions in the past have prevented 
realization of these expectations. 

By and large, the rubber in- 
dustry should experience little 
difficulty in adjusting operations 
to a semi-war basis, or for that 
matter to all-out military produc- 
tion if that enters the picture. It 
Is yet too early, however, to ap- 
praise how much effect allocations 
of benzene and styrene for rubber 
production may have on_ the 
chemical divisions of the in- 
dustry. Output of plastics 
throughout the entire economy 
may have to be curtailed, as the 
Supply of benzene and styrene es- 
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sential in plastics manufacture is 
already extremely tight. 

To produce the projected 675,- 
000 tons of synthetic rubber 
would require an estimated addi- 
tional 100 million pounds or more 
of styrene, and as this coal tar 
derivative at present is mainly ob- 
tained from the steel industry, al- 
ready ‘working at full capacity, 
production will be difficult to in- 
crease in quick order. In the cir- 
cumstances, the plastics divisions 
of the rubber industry, together 
with manufacturers of plastic 
toys, nylons, detergents, radio 
cabinets and insecticides may 
have to share their normal sup- 
ply of styrene for increased pro- 
duction of synthetic rubber. Be- 
fore too long, on the other hand, 
many presently shut-down war 
plants built to produce styrene 
can be reactivated to assure more 
ample supplies of this currently 
scant material. Meanwhile new 
processes are being developed to 
derive synthetic benzene from 
petroleum. 

On an appended table we list 
eight leading rubber manufac- 
turers, with statistical informa- 
tion pertinent to their operations 
in 1949 and in the first half of the 
current year. A brief study of 
earnings will reveal that improve- 
ment was achieved by all these 
concerns in the first six months 
of 1950, irrespective of their sta- 
ture, with per share net income 
running well above the compara- 
ble period of 1949. 

Two concerns, Dayton Rubber 
and Seiberling Rubber, reported 
substantial profits compared with 
deficits in the preceding year. 
Among the “Big Four,” volume 
gains were general, attended by 
moderately wider net margins, 
and a consequent uptrend in earn- 
ings. The progress of B. F. Good- 
rich was outstanding, with vol- 
ume of $231.6 million up about 
22% compared with the first half 
of 1949, and net earnings of $8.76 
higher by 45% even after allow- 
ing for $3 million special reserves 
and exceedingly liberal provision 
for income taxes at a rate of 
45.8% 

Volume of Goodyear Tire & 
Rubber for six months was 14% 
higher than a year earlier, and 
earnings on the larger sales rose 
to $5.08 from $3.24 per share. Al- 
though sales of General Tire & 
Rubber advanced only nominally, 
improved cost controls enabled 
the company to report net earn- 
ings of $2.44 per share for six 
months ended May 31 versus only 


41 cents in the same 1949 span. 
Earnings of U. S. Rubber Com- 
pany advanced to $3.55 a share 
from $2.30. Net income of Fire- 
stone Tire & Rubber followed the 
general industry uptrend with a 
rise to $6.68 per share for six 
months ended April 30 compared 
with $4.02 a year earlier. 

The momentum gained in the 
first half year may not fully hold 
in the third quarter, due to the 
extraordinary spurt in natural 
rubber prices during this period, 
although advanced prices for tires 
will prove an offset. Demand for 
tires has been consistently strong 
despite the fact that tire prices 
have been raised four times with- 
in a year. Even allowing for in- 
creased tax rates applicable to 
second half year earnings, net in- 
come of the leading rubber con- 
cerns should be very satisfactory 
for full 1950, as reflected by in- 
creased dividend liberality by sev- 
eral companies and a good pros- 
pect for others in the near term. 

In view of the bright outlook 
for the rubber industry and the 
fact that current yields on the 
sounder shares, even based on 
1949 dividends are quite liberal, 
carefully selected equities in this 
group hold considerable invest- 
ment appeal. Shares of B. F. 
Goodrich, whose dividend policies 
have been ultra-conservative to 
date, and those of Firestone Tire 
& Rubber, in our opinion deserve 
consideration for the average 
portfolio. 





Have Metals Discounted 
improved Earnings Outlook? 





(Continued from page 620) 


1950. The postwar development 
of innumerable products made 
from this light, strong material, 
advantages derived from short- 
ages and rising prices for com- 
peting metals, together with step- 
ped-up demand from the aircraft 
industry, have created favorable 
operating conditions for the rela- 
tively few large aluminum con- 
cerns. According to the Com- 
merce Department, production of 
about 600,000 tons of aluminum 
ingots in domestic plants and im- 
ports of about 475,000 tons from 
Canada and other sources in the 
current year will be insufficient to 
meet all demands. 

The squeeze promises to be- 
come more severe when the Muni- 
tions Board soon begins to enter 
the market for stockpiling alu- 
minum, a move that until now has 
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_ been on a very limited scale. Fed- 
eral accumulation of the metal 
has been mainly confined to ac- 
ceptance from the Reynolds inter- 
ests of ingots representing part 
payment for Government plants 
acquired. The recent appropria- 
tion of about $600 million by 
Congress for further stockpiling 
strongly suggests that sizable 
quantities of aluminum will be 
added to the pile. Negotiations to 
acquire a large Canadian tonnage 
are said to be under way. 

While wage costs of the alumi- 
num companies have risen sub- 
stantially, a moderate rise to 1714 
cents a pound for ingots, together 
with advanced prices for many 
fabricated items, should sustain 
satisfactory earnings throughout 
this year. On the other hand, 
taxes will rise and in view of the 
military emergency, strict alloca- 
tions of aluminum for civilian use 
may be established. In that event, 
margins on the prospective larger 
portion of Government business 
may be somewhat narrowed. 

Since aluminum production 
current is about 70% larger than 
before the last war, the recent 
tight supply under peacetime con- 
ditions portrays the increasing 
popularity of the metal. Early 
this year, the Aluminum Com- 
pany of America completed a 
large new plant in Texas that in- 
creased the industry’s productive 
capacity by 9%, and Reynolds 
Metals in the spring activated an 
idle ‘‘potline” to swell supply. The 
Government now owns only two 
wartime aluminum plants, but 
heavy power costs have precluded 
their operation. Reynolds has 
bought part of the equipment in 
one of these facilities, and the 
RFC is dickering with this con- 
cern and ALCOA to operate all 
the idle plants, even if on a cost- 
plus basis. On the whole, it is plan- 
ned to lift aluminum production 
by 18% before the end of 1951, 
either through Government aid or 
company action. 

TIN: Commercial quantities of 
tin are not found in the United 
States, although this metal is one 
of our most essential commodi- 
ties. Patino Mines & Enterprises, 
controlling large bodies of ore in 
Bolivia, is our principal supplier. 
Current domestic consumption is 
around 5,500 tons monthly and 
the Government is thought to 
have stockpiled about 100,000 
tons. The producers experienced 
lean earnings in the first half of 
1950 when prices averaged about 
76 cents a pound, but since July 
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the price has soared to around 
$1.02. Regardless of this improve- 
ment, though, the earnings of 
Patino may not respond with 
much vigor, due to stiff restric- 
tions and exchange curbs imposed 
by the Bolivian Government. 


MISCELLANEOUS METALS: 


The outlook for an uptrend in 
earnings by International Nickel 
Company of Canada is rather 
promising. This concern produces 
about 80‘ of the world supply of 
nickel, an item certain to be in 
heavy demand for munitions pro- 
duction, and is also one of the 
largest miners of copper. By ad- 
vancing the price of nickel to 48 
cents a pound from 40 cents last 
June, the company seems assured 
of a moderate rise in earnings in 
the current year. 

Molybdenum Corporation for 
similar reasons should experience 
some improved earnings as the 
largest domestic processor of 
tungsten ores and molybdenum, 
both highly essential in the pro- 
duction of steel alloys. The same 
holds true of Vanadium Corpora- 
tion, owning the world’s largest 
deposit of vanadium in Peru and 
processing numerous compounds 
in United States plants. Higher 
prices now prevailing enhance the 
company’s earnings potentials, 
following a deficit incurred in 
1949. 

Shares in the non-ferrous met- 
als group, especially the coppers, 
have risen sharply from their 
1950 lows, and in many cases are 
now selling at a peak since 1948. 
This suggests that the rapid rise 
in metal prices may now be rather 
well discounted and that in- 
creased selectivity in commit- 
ments is in order. Admittedly, 
however, the current position of 
the industry is sounder than for 
some time past and earnings 
should continue quite satisfactory 
despite the prospect of higher 
taxes and possible price ceilings. 





Will Consumer Demand 
Support Further Retail Boom? 





(Continued from page 623) 
granted that excess profit taxes 
will not be applied in the cur- 
rent year and that the new cor- 
porate income rate may not exceed 
45% for normal and surtaxes, ac- 
counting methods vary so greatly 
that generalities do not count for 
much. Still, even allowing for a 
45% tax rate, final net earnings 
of the leading retailers could re- 


main somewhat above the 1949 
level, and there is more than q 
good chance that year-end divi. 
dend disbursements will become 
more general as well as more lib. 
eral. 


MAIL ORDER HOUSES: 
Larger offerings of durable 
goods and home furnishings en- 
abled the mail order firms to re. 
port a volume gain of about 5% 
through June, and in July sales 
seemd to have verged on the spec. 
tacular. Heavy sales of refrigera- 
tors, ranges, tires and other dur. 
ables lifted volume of Sears Roe. 
buck in July 54.4% above the cor- 
responding period a year earlier, 
Since sales for the preceding six 
months were at peak levels of 
16% above the year before, it 
seems obvious that the earnings 
of this leading mail order concern 
and retail chain operator have 
been heading substantially up- 
ward, although definite figures are 
not available at this writing. 
The same holds true of other 
mail order firms, with Montgom- 
ery Ward’s volume up 3.2% for 
six months ended in July, that of 
Spiegel higher by 14% and with 
Alden’s reporting a gain of 6% 
for 14 weeks ended May 5, 1950. 
All of the foregoing concerns un- 
doubtedly have experienced sharp 
gains in volume in July and prob- 
ably in August, although scare 
buying has considerably dimin- 
ished of late and sales could hardly 
improve at the rate established 
by Sears Roebuck. The volume 
of Spiegel, however, advanced 
47.9% in the month of July, 
largely reflecting the heavy de- 
mand for “big ticket” items. 
While sales comparisons during 
the balance of the current year 
should continue to be very favor- 
able, allowance must be made for 
a marked subsidence in scare buy- 
ing, as well as the possibility of 
an ultimately less ample supply 
of goods, especially durables. 
Through August, at least, reports 
that department store business 
on a countrywide scale was from 
15% to 20% more active than a 
year earlier, suggests that the 
mail order houses with extensive 
chains of retail stores may have 
fared even better, as was _ the 
case earlier in 1950. Looking 
ahead into the final four months, 
the high income of farmers and 
workers who predominate in the 
clientele of the mail order firms 
should enhance the sales _poter- 
tials of the group. 
As for mail order earnings, 


THE MAGAZINE OF WALL STREE! 

















SEF 





1949 | 
1an 4 
divi. 
come 
e lib. 


rable 
S en- 
(O Ye- 
t 5% 
Sales 
spec- 
gera- 
dur- 
Roe- 
> cor- 
rliey, 
go six 
Is of 
e, it 
nings 
cern 
have 

up- 
1S are 


other 
gom- 
> for 
at of 
with 
6% 
1950. 
S un- 
harp 
yrob- 
scare 
min- 
ardly 
shed 
lume 
need 
July, 
 de- 


ring 
year 
ivor- 
2 for 
buy- 
y of 
pply 
bles. 
orts 
mess 
from 
an a 

the 
isive 
have 

the 
king 
aths, 
and 
1 the 
irms 
oten- 


ings, 


REE! 








e " BOMBAY « NEW YORK 


OR ANYWHERE IN THE WORLD 








The National City Bank of New York 


is equipped to render its 
3157 CORRESPONDENT BANKS 


EXCEPTIONAL SERVICE 
around the World 
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Member Federal Deposit Insurance Corporation 
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WARTIME 
INVESTMENT 
STRATEGY 


Air Reduction 
American Tobacco 
Coca Cola 
American Can 
Curtiss Wright 
Chrysler 
Chi., Mil. St. P. & P. 
Montgomery Ward 
Pub. Serv. E. & G. 
Parke Davis 

ony Vacuum 
Radio Corporation 
Southern Pacific 
Celanese Corp. 
Am.Radiator & S. S. 


Would you like to check 
your INVESTMENT 
strategy with that of 
Babson’s? If so simply 
check the stocks you 
own, OR LIST 7 OTH- 
ERS YOU OWN OR 
INTEND TO BUY, 
and mail this ad to us. 
We will tell you if 
clients have been ad- 


Avco Mfg. vised to HOLDg or 
Briggs Mfg. SELL them. 

Standard Gas & El. P 
National Biscuit (Please print your 


Southern Railway name) 
Texas Pac, Land 
Consol. Nat. Gas No cost 


or obligation, 
Write Dept. M-91 


BABSON’S REPORTS 


Wellesley Hills 82, Mass. 





Texas Eastern Trans. 
Transc. Gas Pipe 








THE TEXAS COMPANY 
192na———_— 


Consecutive Dividend 


A dividend of one dolla. $1.00) 
per share on the Capital Stock of 
the Company has been declared 
this day, payable on Octobe: 2, 
1950, to stockholders of record at 
the close of business on September 
1, 1950. The stock transfer books 
will remain open. 
Rosert FIsHEeR 














August 4, 1950 Treasurer 
MARTIN-PARRY 
CORPORATION 
DIVIDEND NOTICE 
The Board of Directors has declared a dividend 
of twenty-five cents (25c) on the Capital Stock 
of the Corporation, payable October 4, 1950, to 
stockholders of record at the close of business 

September 20, 1950. 


T. RUSS HILL, President 











| these should average much higher 


than in 1949, despite the impact 
of heavier taxes. With volume en- 
larged, catalog lists expanded, 
with an increased number of mod- 
ern retail outlets and the institu- 
tion of numerous operating econ- 
omies, margins should widen and 
net earnings generally rise. Be- 
fore giving effect to an increase 
in tax rates, earnings of Sears 
Roebuck may rise to around $6 
per share in the fiscal year ending 
January 31, 1951, those of Mont- 
gomery Ward to $9.25, Alden’s 
to $4.25 and Spiegel to $2 a share. 
If this proves true, increased divi- 
dend liberality in some form would 
be expected towards the end of 
the current year. 


| DEPARTMENT STORES: 


Despite a decline of about 1% 


' in over-all department store vol- 


ume in the first half, operating 


| margins generally widened from 


depressed levels a year earlier, 
and earnings showed moderate 
improvement. The experience of 
individual companies varied con- 
siderably, according to differing 
promotional policies. Throughout 
the forepart of 1950, demand for 


| soft goods lagged and to acceler- 


ate turnover, many stores con- 
tinued to make bargain offerings 
well into the summer months. 
Since then the pick-up in demand 


| for all classes of consumer goods 


has benefitted store operations. 

Aside from a few large cities 
in the South, department store 
sales in the January-April period 
declined from 1% up to 8% in 
leading centers on a country-wide 
basis, the average dip amounting 
to 3%. Price mark-downs rather 
than reduced unit sales accounted 
mainly for the downtrend in dol- 
lar volume. Progressive improve- 
ment, however, followed, with 
May sales rising 4% from the 
preceding year’s level, rising in 
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wr 
CITIES SERVICE COMPANY 


Dividend Notice 


The Board of Directors of Cities Service Company on 
August 11, 1950, declared a regular quarterly dividend of 
one dollar ($1.00) per share on its $10 par value Common 
stock, payable September 11, 1950, to stockholders of rec- 
ord as of the close of business August 25, 1950. 

To assure prompt receipt of the dividend, stockholders 
should notify the Company, at its office, 60 Wall Street, 
New York 5, N. Y., of any change of address, giving both 
the old and new addresses. 


W. ALTON JONES, President 
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the June 10 week to 5% and agaiy 
to 7% by July 8. With the wa 
scare scramble for goods at fever 
pitch, total department store vol. 
ume for July soared for a gain of 
30%, with a peak of 46% estab. 
lished in the final week of the 
month. 

To what extent the volume pen. 
dulum has since tended to swing 
the other way is pretty well showy 
by reports of the Federal Reserve 
System that as of August 19, the 


weekly U. S. average gain com. | 


pared with the corresponding: pe. 
riod of 1949 had receded to 26%, 


More recently FRB banks have | 


announced that sales of six large 


Philadelphia department stores in | 


the week ended August 26 showed 
a gain of 12% over a year ago 
compared with 29% the week be. 
fore, while the gain for New York 
and Brooklyn department stores 
in the week of August 26 was 
10% compared with 22% in the 
preceding week. 

The foregoing statistics indi- 
cate rather clearly that demand 
has now levelled off substantially 
and may recede somewhat further 
if the summer rush to buy goods 
proves to have “robbed” sales in 
near term months. On balance, 
though, it seems probable that 
moderate volume gains will con- 
tinue throughout the remainder 
of the fiscal year. In any event, 
through August 19, the prevailing 
spurt in volume had overcome an 
early-in-the-year recession and 
established a net gain since Janv- 
ary 1 of 4%. 

Holders of departmenit store 
shares should realize that the 
gains we have discussed represent 
only average experience. Progress 
in various cities and by individual 
companies has been spotty, hence 
generalities lose some force. In 
the last week of July, for example, 
stores in Dallas, Texas, reported 
volume up 45% whereas the gail 
for Boston, Massachusetts, was 
only 18%. For the full period 
from January 1 to August 19, New 
York department store volume 
was 1% below the year before, 
in contrast to a gain of 9% by 
stores in Atlanta, Georgia. 

The recessionary sales trend 
earlier in the year induced greater 
emphasis on operating economies 
by most of the large department 
store managements and these pro- 
gressively bore fruit when con- 
sumer demand began to rise. Since 
overhead expenses have been low- 
ered in the past year, operations 10 
the final four months of the current 
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vear, When sales normally amount 


to more than 40% of the annual 


total, should be productive of more 
satisfactory earnings. Cautious 
inventory policies at the start of 
1950 reduced holdings of mer- 
chandise by about 4% compared 
with a year ago, but increased 
confidence shortly thereafter en- 
couraged placement of sizable or- 
ders. By June, outstanding orders 
were about 32% above the year 
before and inventories had risen 
about 5°. Hence in these respects, 
the stores were well situated to 
meet the sharp spurt in demand 
that followed in the recent two 
months. 

In appraising earnings for the 
full year, allowance should be 
made for the influence of heavier 
demand in diminishing mark- 
downs and in establishing more 
confidence in mark-on policies. 
Under strong competition through 
1949 cumulative mark-ons of the 
average large department stores 
shrank to 38.7% from an already 
restricted level of 38.9% in 1949, 
but in the last few months a 
notable recovery has undoubtedly 
reversed the trend. On larger sales 
this factor could substantially im- 
prove operating earnings, while 
similar benefits should stem from 
increased unit sales 
overhead expenses are spread. 
Profits from much larger sales of 
apparel, sheets, towels and other 
soft goods currently support ex- 
pectations of well sustained earn- 
ings in the second half year. 

On the whole, the long estab- 
lished and _ efficiently 
department stores and _ chains 
throughout the nation seem cer- 
tain to progress favorably in the 
current year. Many alert man- 
agements which have modernized 
their facilities and established 
up-to-date branches in the rapidly 
growing suburban centers stand 
to gain substantially by these im- 
provements. For the fiscal year 
ending Jaunary 31, 1950, adopted 
by most stores, earnings gains 
should be quite general. 
VARIETY CHAINS: 

While demands for most kinds 
of variety store goods continued 
Steady to strong in the first half of 
1950, lower prices generally re- 
duced sales somewhat in this field. 
Volume of the group was off about 
22% in the first four months. 
Among exceptions to the general 
rule, was Western Auto Supply, 
Whose expanded facilities and di- 
Versified offerings created a sharp 
"ise in volume that undoubtedly 
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RAYMOND MASSEY Picks Schenley 


For an Enchanted Evenin g 


R- i say ae 
ag | SCHENLEY 


RESERVE 


aS ee 





“I CONSIDER IT an investment in enjoyment when I serve Schenley at home, 
or order it when dining out,” says Raymond Massey, famous stage and screen star. 
So, when you play the role of host, serve the whiskey that’s the favorite of the 
stars, smooth, sociable Schenley. Rare blended whiskey, 86 proof, 65% grain 
neutral spirits. Schenley Distributors. Inc., N. Y. C. 





has been extended as the year pro- 
gressed. Sales of Woolworth also 
rose slightly in the first five 
months, and with 97 new projects 
planned for the current year, an 
advance in volume should continue 
to benefit the company’s earning 
capacity. Woolworth’s net per 
share in 1950 should substantially 
improve over the 1949 level of 
$3.83. In fact, all of the better 
situated variety stores should 
share importantly in the indicated 
improvement of demand in the 
second half year. 


SPECIALTY STORES: 

The slow demand for apparel in 
spring, combined with reduced 
prices probably established a de- 
cline of around 6“ in the volume 
of specialty stores in the first half 
year. On reduced sales, margins 
were generally narrowed and it is 
thought that earnings in this re- 
tail division receded somewhat. 
A strong uptrend in demand that 
appeared in recent months, how- 
ever, promoting confidence that 
earnings from large sales in the 
second half year will more than 
compensate for earlier declines, 
and that profits for the full vear 
should be considerably larger than 


in 1949. Firm prices and the 
elimination of former inventory 
losses lend a bright color to the 
intermediate outlook for the top- 
grade specialty stores. 

Generally, there is every evi- 
dence of a fairly bright outlook 
for retail trade during the balance 
of the vear despite the fact that 
the real surge of scare buying is 
over, and the possibility of some- 
thing of a lull in soft goods lines 
before the seasonal fall pick-up. 
On the other hand, emphasis on 
hard goods is redoubled, and hard 
goods output remains large and 
should be so for most of the 
balance of the year. What with 
steadily rising consumer incomes, 
demand should continue large 
enough to support a retail volume 
well above last year’s. 

The improved potentials for re- 
tail stores in general has already 
been reflected by a_ substantial 
rise in quotations for mail order 
and department store shares, and 
a less rapid advance for the 
equities of specialty stores. Be- 
cause of the encouraging pros- 
pects in coming months, further 
selective appreciation may well 
cecur barring adverse action of 
the general market. 
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Rova TYPEewRirer 
Company, Ine. 


A dividend of 134%, amounting to 
$1.75 per share, on account of the 
current quarterly dividend period 
ending October 31, 1950, has been 
declared payable October 15, 1950 
on the outstanding preferred stock 
of the Company to holders of pre- 
ferred stock of record at the close 
of business on October 2, 1950. 


A dividend of 50¢ per share has 
been declared payable October 15, 
1950, on the outstanding common 
stock of the Company, of the par 
value of $1.00 per share, to hold- 
ers of common stock of record at 
the close of business on October 


2, 1950. 
August 30, D. H. COLLINS 
1950 Secretary 





—rayAl 





The Board of Directors has declared a 
dividend of 62% cents a share on the out- 
standing 5% Cumulative Preferred Stock 
and 68% cents a share on the outstanding 


514% Cumulative Preference Convertible 
Stock, both payable October 2, 1950 to stock- 
holders of record at the close of business on 
September 18, 1950. A regular quarterly 
dividend of 25 cents a share and an extra 
dividend of 15 cents a share were declared 
on the outstanding Common Stock, payable 


September 30, 1950, to stockholders of rec- 
ord at the close of business on September 


18, 1950. 
M. G. SHEVCHIK, Secretary. 
August 30, 1950. 


PLYMOUTH let DESOTO 
DODGE CHRYSLER 


YOU GET THE GOOD THINGS FIRST FROM CHRYSLER CORPORATION 














DIVIDEND ON 
COMMON STOCK 


The Directors of Chrysler Corporation 
have declared a dividend of three 
dollars ($3.00) per share on the 
outstanding common stock, payable 
September 26, 1950 to stockholders 
of record at the close of business 
September 11, 1950. 


B. E. HUTCHINSON 
Chairman, Finance Committee 














Are Rail Bonds Now 
Attractive? 





(Continued from page 611) 


The statistical data presented 
in our tabulation is to a large ex- 
tent self-explanatory and shows 
the various ranges of yield, de- 
pending on quality of the bonds 
listed. As the basic situation of the 
railroads continues to improve 
under prospective conditions fa- 
voring heavier freight traffic, ex- 
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panding revenues and net earn- 
ings, even the lesser grades are 
apt to benefit from the improved 
credit standing and lessened risk, 
and yields are apt to narrow from 
current levels. 

Thus income bonds, normally 
quite speculative under past con- 
ditions, have been especially 
strong in the last few months, 
reaching new highs for about two 
years under aggressive demand 
stimulated by the belief that the 
railroad industry is assured of 
good profits under prospective 
conditions. There may be no up- 
surge of railbond prices remini- 
scent of that which occurred dur- 
ing the last war, but doubtless 
appreciation possibilities particu- 
larly among the more speculative 
classes have improved. Neverthe- 
less, individual selections should 
be made with care and will of 
course in large part be governed 
by yield considerations. The high 
grade bonds, because of their nar- 
row yield, are of course of rela- 
tively little interest to the aver- 
age investor who can do better 
with good grade common stocks. 





Answers to Inquiries 





(Continued from page 638) 


colors. This makes fashion only 
a small part of Allied’s marketing 
effort. 

Profit for the fiscal year ended 
June 30, 1950 after taxes were 
$1,002,905 or $3.90 per share. 
This compares with $772,276 and 
$3.00 per share for the preceding 
fiscal year. 

At the end of June the market 
on goatskins was substantially the 


| same as prevailed the end of 


December 1949, although since 
then they have firmed up. 
At the company’s meeting on 


July 28, the directors decided to: 


increase regular quarterly divi- 
dend from 3714¢ to 40¢ and to 
pay an extra dividend of 10¢. The 


‘ continuation of this extra divi- 


dend quarterly will depend upon 
profits and prospects. 

Capitalization consists solely of 
300,000 shares of common stock 
of which 257,000 were outstand- 
ing on June 30, 1950. 

Total current assets as of June 
30, 1950 were equal to 5.9 times 
current liabilities. 

Since most of company’s raw 
material is imported, a relatively 
large inventory is unavoidable. To 
offset the risk which this involves, 
Allied set up in previous years a 
raw skin reserve which now 


THE 


amounts to $650,000, equal to $1 


million before taxes. 





For Profits Income 





(Continued from page 629) 


ance for higher taxes, including 
an EPT for half of the year. The 
dividend is on a $2 basis. The 
stock is currently around 20, com. 
paring with 1949 low of 131% anj 





with 1946 high of 2614. There is 


nothing ahead of the 2,172,343] 


shares of common. 





What Profit Potentials 
In Big Aircraft Orders? 





(Continued from page 621) 


forces in the Korean fighting, 
Restoration of world peace to the 
extent experienced after the first 
World War—which unfortunately 
seems beyond belief—quite likely 
would compel a 90 to 95 per cent 
retrenchment for all but two or 


three of the leading manufactur- | 


ers. Perhaps a threat of serious 
cutbacks is less important as a 
market factor at the moment than 
tax and renegotiation regulations, 
but it is something that must be 
weighed to some extent in longer 
range appraisals. 

The extent of the impact of war 
orders on the aircraft industry 
may be measured by recent dis- 
closure of official estimates. Air 
Force procurement of new. air- 
craft is expected to jump to al- 
most $6,900 million in the year 
ending next June from $2,300 
million projected for the year 
prior to Korean developments. A 
decline is foreseen in following 
year with purchases estimated at 
$4,300 million. The Air Force is 
expected to require more than 
4,400 planes. This compares with 
an estimate of only 1,460 prior to 
the Korean aggression. Navy 
plane procurement is scheduled to 
rise to more than 3,350 planes 
from an estimated total of only 
about 1,000 before the emergency. 

Although total appropriation 
compilations are of little value in 
projecting production and earnt- 
ings forecasts for individual com- 
panies, they are helpful in indi- 
cating trends. In prosecuting the 
Korean campaign, for example, it 
seems evident that greatest em- 
phasis may be placed on medium 
bombers and day fighters. Judg- 
ing from enemy accounts, exten- 
sive damage has been inflicted by 
the Air Force. North Koreat 
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broadcasts have repeatedly ad- 
mitted that American strategic 
bombing has had a devastating 
effect not only on life and prop- 
erty but on army morale. These 
reports, confirmed by Army In- 
telligence sources, suggest that 
even greater reliance may be 
placed on the Air Force in turn- 
ing the tide of battle, for aircraft 
and bombs are more readily ex- 
pendable than human life in 
ground combat. 

If this logic proves valid, it 
would seem probable that over 
the near term, greatest demands 
may be made upon Boeing Air- 
plane Company, principal manu- 
facturer of medium bombers like 
the B-47s and B-50s. These mod- 
ern craft are destined to replace 
outmoded B-29s which won the 
war with Japan and now are be- 
ing used until replacements can 
be provided. In the absence of 
official disclosures, it has been as- 
sumed that the Air Force con- 
templates formation of some 18 
medium bomber groups consisting 
of thirty bombers and fifteen fuel 
tankers in each group. Supplying 
such requirements, including 
spare parts, etc., promises to keep 
Boeing, United Aircraft and 
other plants busy for quite some 
time to come. Reported order 
backlogs (see table) of the first 
mentioned certainly point in this 
direction. 

More than 1,600 jet fighters 
probably will be required to 
maintain a projected complement 
of 22 groups of 75 planes each in 
the enlarged force. Republic Avia- 
tion Corporation and North 
American Aviation, Inc., manu- 
facturers of F-84 and F-86 fight- 
ers, respectively, seem likely to be 
called upon to produce the bulk of 
requirements in this division. Low 
flying fighters are said to have 
been especially effective in the 
Korean campaign in knocking out 
enemy tanks and in destroying 
supply trains. Increasing empha- 
SIS on speedy fighter craft may 
necessitate expansion of Repub- 
lic’s facilities. For the most part, 
however, plant space probably 
presents fewer problems than any 
other aspect of the expansion 
program. 

Although, as mentioned earlier, 
earnings and dividend records are 
less influential in determining 
price fluctuations of aircraft 
stocks than of many other in- 
dustry shares, these statistics are 
not to be ignored and will be dis- 
cussed in some detail later. In the 
Meantime attention may be called 
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to the accompanying tabulation of 
representative stocks showing re- 
cent data on which comparisons 
may be made. 

In the light of experiences in 
the last decade, investors may be 
better able to evaluate current 
earnings and dividends in this in- 
dustry. Hence, for those in posi- 
tion to watch developments 
closely, liberal yields on fairly 
well protected dividends may 
have appeal. In the case of Doug- 
las Aircraft, for instance, earn- 
ings show promise of ranging this 
year well above the $9.19 a share 
for the fiscal year ended Novem- 
ber 30, 1949, as well as the $9.72 
a share of 1948. 

Dividends are being disbursed 
at the rate of $1.25 a share quart- 
erly and extras in the last twelve 
months have brought payments 
for the year to $7.75 a share. 
Backlog of orders stood at more 
than $270 million on April 1 and 
undoubtedly have been greatly 
enlarged in recent weeks. The 
company, which long has been the 
country’s leading supplier of mili- 
tary planes, has maintained a 
conservative accounting policy. 
Since the end of the recent war, 
commercial orders have been im- 
portant, and prospects for de- 
velopment of airline’ business 
after the present emergency is 
promising. 

Consolidated Vultee has experi- 
enced an impressive recovery in 
the last couple of years in supply- 
ing heavy bombers. The company 
has been a principal source of 
long range craft such as the B-36, 
upon which reliance has_ been 
placed for four heavy bomber 
groups of thirty planes each. It 
has been estimated that backlog 
of orders for B-36s may have been 
boosted 50 per cent since the 
Korean invasion. Earnings this 
vear have shown encouraging im- 
provement and are being esti- 
mated at from $3 to $4.50 a share 
for the fiscal year to end Novem- 
ber 30. This would compare with 
$1.60 a share last year and a sub- 
stantial loss in 1948. Prospects 
are regarded as promising for 
early restoration of the shares to 
a regular dividend basis. 

Boeing Airplane probably is in 
line for as proportionate an ex- 
pansion as any other company in 
the industry. Substantial im- 
provement in earnings, marked 
by a jump in net profit to $5.51 a 
share for the first six months of 
this year compared with $4.08 a 
share for all of 1949, suggests 
what may be expected as result 
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CORPORATION OF AMERICA 
180 Madison Avenue, New York 16, N.Y. 


HE Board of Directors has this day 
declared the following dividends: 


FIRST PREFERRED STOCK 
$4.75 SERIES 
The regular quarterly dividend for 
the current quarter of $1.183, per 
share, payable October 1, 1950 to 
holders of record at the close of busi- 
ness September §, 1950. 

7% SECOND PREFERRED STOCK 
The regular quarterly dividend for 
the current quarter of $1.75 per share, 
payable October 1, 1950 to holders { 
of record at the close of business 4 
September 5, 1950. ? 

COMMON STOCK 
60 cents per share, payable September 
25, 1950 to holders of record at the 
close of business September 5, 1950. 
R. O. GILBERT 
Secretary 
August 22, 1950, 


~~ 











UNITED FRUIT COMPANY 
DIVIDEND NO. 205 
A dividend of seventy-five cents 
per share and an extra dividend 
of one dollar per share on the 
capital stock of this Company 
have been declared payable Oc- 
tober 13, 1950 to stockholders of 
record September 7, 1950. 
EMERY N. LEONARD 


Treasurer 











Allied Chemica! & Dye Corporation 


61 Brosdway, New York 






August 29, 1950 
Allied Chemical & Dye Corporation 
| erly dividend No. 118 
VU) per share on the 
of the Company, pay- 
ember 20, 1950, to common 
of record at the close of 
) 


business September 8 ( 


W. C. KING, Secretary 














E.1.DU PONT DE NEMSURS & COMPANY 


Wilmington, Delaware, August 21,1950 
The Board of Directors has declared this day 
regular quarterly dividends of $1.12. a 
share on the Preferred Stock—$4.50 Series 
and 871'/¢ a share on the Preferred Stock 
—$3.50 Series, both payable October 25, 
1950, to stockholders of record at the close 
of business on October 10, 1950; also $1.50 
a share on the $5.00 par value Common 
Stock as the third interim dividend for 
1950, payable September 14, 1950, to stock- 
holders of record at the close of business 
on August 28, 1950. 














L. pu P. COPELAND, Secretary 
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MANY STOCKS HAVE GONE THROUGH 
THE 1946 HIGHS 
Will This Move Continue or is 
a Break Imminent? 
To Protect Your Profits 
You Need These 


964 CHARTS 


In the New September Issue of 


GRAPHIC STOCKS 


The most comprehensive book of Stock 
Charts ever published . . . Shows 


e Monthly Highs and Lows 

Annual Earnings 

Annual Dividends 
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Monthly Volume of Shares Traded 
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T Sx 81% x 11 ine 
will soon be immediately off the pre 
SEND YOUR ORDER TODAY 
for prompt delivery. 





SINGLE GORY 5...o.c.:.ccscvecsces.ncsses. 10100 
Yearly (6 Revised Issues)................ 50.00 
1924-1935 Special Edition................$15.00 
1924 to Sept. ‘50 (3 books).............. 25.00 


F. W. STEPHENS 


15 William St., New York 5 
Tel.: HA 2-4848 











of increased deliveries of com- 
mercial as well as military planes. 
Experimental costs no doubt are 
proving less adverse a factor this 
year than in 1949. Backlog of 
orders, which stood at about $366 
million at the beginning of the 
second quarter, presumably have 
been further enlarged. 

Grumman Aircraft is the lead- 
ing supplier of Navy aircraft and, 
although procurement of fighters 
would be greater on part of the 
Navy if there were any potential 
enemy naval force of consequence, 
still fairly larger orders are in 
prospect. Lockheed Aircraft ap- 
parently is to supply considerable 
quantities of all-weather fighters 
for the Air Force. As mentioned 
earlier, Republic Aviation and 
North American Aviation are in 
line for a major portion of fighter 
and tactical reconnaissance ships. 
Fairchild Engine, as well as other 
companies previously mentioned, 
are to supply troop carrier planes. 

Some of the smaller independ- 
ents which have experienced quite 
a struggle while depending on 
civilian orders — companies like 
Beech Aircraft, Bell, Piper, etc.— 
would be logical candidates for 
subcontract work and may be ex- 
pected to register improvement. 
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| gines, 


Leading manufacturers of en- 
propellers, instruments, 
communication systems, etc., also 
seem destined to play an import- 
ant role in the national defense 


program. Such companies _in- 
clude Bendix Aviation, United 
Aircraft, Sperry Corporation, 


Garret Corporation and even Gen- 
eral Electric and Westinghouse 
Electric, which have become im- 
portant suppliers of jet engines. 





As | See It! 





(Continued from page 601) 
conclusive evidence that Chinese 
communist forces have crossed the 
North Korean frontier, the pos- 
sibility seems stronger than it did 
some weeks ago. There is every 
sign that a build-up for interven- 
tion is being prepared by the 
enemy. 

Little wonder that Washington 
is less confident than it was that 
the Korean conflict can be _ iso- 
lated; hence also its nervous re- 
action to the MacArthur state- 
ment. However, if there is 
increased danger of Red China 
joining Red Korea, all the greater 
the need for a firm, realistic pol- 
icy regarding Formosa. If we 
really want to defend it—and we’ll 
have to, should we get actively 
entangled with Red China—we 
might as well take proper steps 
now to make it defendable. The 
Soviets will call us “imperialist 
aggressors” no matter what we 
do. We might as well make our 
stand crystal-clear and prepare to 
hold the line in the Pacific area 
while there is still time. This 
means, among other things, that 
there can be no weakening in our 
stand on Formosa. 





Status Of Corporate Cash 
Resources 





(Continued from page 608) 
level as a year earlier. A sharp 
expansion in current liabilities, 
however, occurred to carry large 
stocks of raw wool at record high 
prices, while earlier inventory 
losses had cut into the value of 
finished or semifinished goods. 
The company’s current ratio, ac- 
cordingly, contracted to 2.5% 
from 5.7% the year before. 

Considering the likelihood that 
orders for military fabrics will 
mount and that inventories will 
further rise, American Woolen’s 
working capital may not prove 
any too ample by usual standards. 


THE 


Unless operating margins can be 
widened by larger volume of both 
Government and civilian business 
at satisfactory prices, working 
capital problems may defer the 
resumption of common dividends, 

While Glenn L. Martin Com- 
pany somewhat improved its cur- 
rent ratio in the year ended June 
30, at 1.6 it was still pretty nar- 
row by normal standards. On the 
other hand, this concern for more 
than a year has had the Govern- 
ment as its main customer, and a 
plentiful purchaser at that. In the 
circumstances, inventories and re- 
ceivables are almost as good as 
cash. The company’s financial 
position has also been strength- 
ened by the retirement of $4.1 
million long term debt and an 
increase in cash holdings to $16.6 
million from $9.9 million. 

The June 30 balance sheet of 
General Motors Corporation re- 
veals outstanding financial im- 
provement, and is typical of the 
impregnable position attained by 
a number of large corporations. 
GM not only retired $125 million 
term debt but increased its hold- 
ings of cash and marketable se- 
curities by about $472 million in 
twelve months, while current lia- 
bilities expanded by only $149 
million. Working capital was 
higher by $344 million for a rec- 
ord total of $1.68 billion. The 
company obviously is well situ- 
ated to pay liberal dividends and 
to finance easily any activities 
that can be foreseen. 

Among the chemicals, it is in- 
teresting to note that Dow Chemi- 
cal Company, despite large out- 
lays for plant improvements, held 
its current ratio steadily at 2.4. 
Long term debt, furthermore, was 
reduced by $4.7 million and work- 
ing capital rose to $63.4 million 
from $49.6 million. Improved 
earnings largely contributed to the 
fine showing. Beyond doubt, any 
part that this company may be 
called on to play in the defense 
program will create no financial 
problems. 

Caterpillar Tractor, by record 
sales and earnings, has placed it- 
self in a very strong position to 
carry on during the military 
emergency. The company’s cul- 
rent ratio widened sharply from 
2.9 to 4.4 in the year ended 
June 30, attended by a _ rise 


in working capital to a peak of | 
$81.3 million from $59.9 million. | 


Experience in the production ot 
tractor type crawlers powered by 
diesel engines will likely bring an 
inflow of military business that 
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Adjust Your Investment Program 


—To Take Advantage of New Investment Bargains 


UBSTANTIAL changes may be advisable in your security 
holdings—your investment policy—as individual com- 
panies are affected by allocations, controls, increased 
taxes, military orders, price adjustments. Now is the time 
to turn to The Investment and Business Forecast for 
specific advice on your stocks—which to hold—which to 
discard—and for a sound investment program fitted to 
today’s conditions. 
1, When to Buy and When to Sell 
Our weekly market forecast . . . with chart of daily 


action .. . projects the trends and basic forces at work. 
Definite market advice is then 


3. Programs Fitted to Your Needs 


Securities selected are carried under our continuous 
supervision in specialized programs suited to your capi- 
tal, wishes and objectives. There are three programs: (a) 
Stressing Security of Principal and Assured Income— 
with Appreciation; (b) Dynamic Securities for Capital 
Building with Higher Dividend Potentials; (c) Low- 
Priced Opportunities for Large Percentage Profits. Each 
program comprises a fixed number of securities and it is 
our aim to have you contract or expand your position as 
we anticipate pronounced market weakness or strength. 
Sound selection and timing key- 





r 





given which you can apply to || 
your independent holdings and 
to our recommendations. In- 
cluded . . . with graphs... 
are Dow Theory Interpreta- 
trons of Major and Intermedi- 
ate Trends; also of our special 
Market - Support Indicator 
measuring supply and demand. 
The latter has been highly ac- 
curate in the past...and shows 
significant indications at this 
time. 


advance. 





2. Definite Advices on Intrin- 





ENROLL NOW ... For Our New 
Security Recommendations | 


Join our Service today to be ready to take 
full advantage of our new selections of out- 
standing investment bargains under the war- 
economy outlook for 1950—and looking to 
1951. It is important to participate in our 
investment campaigns from their start—since 
we time our new purchases carefully and 
individual stocks can score substantial per- 
centage rises on the initial phase of their 


note FORECAST SERVICE. 


4. Continuous Consultation 


You are welcome to consult us 
.. » by mail or by wire ... on 
securities in which you are in- 
terested .. . as many as 12 at 
a time ... to place and main- 
tain your portfolio on a sound 
basis. We will advise you what 
to hold .. . switch . . . or close 
out. 





| A Plus Service . . . These con- 
| sultation privileges alone can be 











sically Sound Issues 


All recommendations must meet our rigid evaluating 
factors in regard to: (a) Strategic position in a Mobilized 
Economy; (b) Financial Strength; (c) Proven Earning 
Power; (d) 6% to 7% Yields Amply Supported by Earn- 
ings. We also specialize in the selection of growth situa- 
tions in Low-Priced Stocks for Large Percentage Gains. 
Technical as well as fundamental factors are carefully 
considered as it is our steadfast policy to have you stra- 
tegically time your commitments. This overall analysis is 
fully applied to all selections . . . bonds and preferreds 
as well as common stocks. 


worth hundreds and thousands of 
dollars to you in concentrating in potential leaders . . . in 
stable investment situations . . . in avoiding laggards... 
in keeping your position adjusted to the market’s outlook, 
as we build a strong military arm backed by organized 
industry. 


Enroll NOW for the protection and advantages of Fore- 
cast Service . . . especially in coming decisive market 
phases. At this time, you also have the advantage of our 
Special Offer of Free Service to October 9. Mail the 
coupon below today. 








Mal Coupon 


FREE SERVICE TO OCTOBER 9, 1950 








Joday ! | 
Special Offer | 
$60 | 

| 
| 
| 
| 
| 


MONTHS’ 
Air Mail: $1.00 si hs; 2.00 
SERVICE yi Poo nv. Ss. ple gr Mansy shed 
“er Delivery: [) $4.00 
MONTHS’ \ one year. 
12 SERVICE $100 INAINO) atthe 
Complete service will start at WIRIROBB oe occsccesscsceiecioaend 
once but date from October 9. Ne 


Subscriptions to The Forecast 
are deductible for tax purposes. 


SEPTEMBER 9, 1950 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 90 Broad Street, New York 4, N. Y. 


I enclose [] $60 for 6 months’ subscription; [] $100 for a year’s subscription. 
(Service to start at once but date from Octeber 9, 1950) 


Your subscription shall not be assigned at 
any time without your consent. 


SPECIAL MAIL SERVICE ON BULLETINS 


0 Telegraph me collect in anticipation of 
important market turning points...when 
to buy and when to sell...when to ex- 
pand or contract my position. 


six months; 








would fit nicely into normal opera- 
tions. Under construction is a new 
$15 million plant that will ex- 
pand capacity substantially, while 
the necessary funds for comple- 
tion have already been provided 
by the comfortable treasury posi- 
tion. 

Further study of the statistical 
data presented will show that few 
concerns among those listed are 
likely to experience anything like 
a real working capital squeeze in 
the months ahead. However, time 
may prove that in some instances 
the pinch of heavier taxes, com- 
bined with inflationary forces and 
extraordinary working capital 
needs may eventually lead to 
greater conservatism in dividend 
policies. This may particularly be 
the case among smaller or medi- 
um sized concerns, financially less 
strong. Finances, in short, may in 
time come in for heightened at- 
tention among investors. 





Politico-Economic 
Weaknesses of the 
Soviet Orbit 





(Continued from page 616) 


production in the satellite coun- 
tries, such as that of potash in 
Poland, bauxite in Hungary, and 
antimony and tungsten in China. 
But the adequacy of such essential 
minerals as copper, nickel, and 
cobalt is only relative, i.e., rela- 
tive to the current Russian con- 
sumption. Were they to be con- 
sumed at the rate at which some 
of these minerals are consumed 
ir the United States, they would 
be exhausted in a decade or two. 

The distribution of the two key 
industrial raw materials, coal and 
iron ore, is also impeding efficient 
industrial development. The bulk 
of iron deposits are located more 
than one thousand miles from the 
largest coking coal deposits. This 
puts an extremely heavy burden 
on railways which are thus forced 
to move bulky raw materials at 
the expense of a proper distribu- 
tion of finished goods. 

Cotton, the production of which 
is sufficient to cover only a small 
percentage of the potential re- 
quirements of the communist or- 
bit, must be moved some two 
thousand miles by rail to the 
ports, and then about one thou- 
sand miles by slow barges before 
it reaches the processing centers 
in the satellite countries. In gen- 
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eral the railway network is weak- 
ly developed and low winter tem- 
peratures and spring thaws may 
impair its capacity by as much as 
one-third. 

The lag in industrial technology 
is another weakness not only in 
Russia but also in the satellite 
countries. Though the Russians 
show a certain native inventive- 
ness (in the aircraft industry, for 
example) and may deal with an 
emergency effectively and vigor- 
ously from time to time, they are 
as likely as not to use the simple 
shortcut of copying foreign de- 
signs and machinery. Moreover, 
they do it without any regard for 
patent rights. 

Despite terrific wartime de- 
struction, the inefficiency and 
some pretty serious bottlenecks in 
industrial raw materials and in- 
dustrial equipment, the Soviet 
Union was able to restore her 
overall industrial production to 
the prewar (1940) level during 
the early part of 1949. At present 
the industrial output may be run- 
ning from 25 to 30 per cent above 
prewar. In comparison, our in- 
dustrial output is almost 100 per 
cent higher than before the war, 
and we are not making full use of 
all available capacity. 

The Soviet Union, on the other 
hand, is making maximum use of 
her plant facilities as well as of 
her labor resources. In Russia this 
means a 48-hour work week and a 
rigorous regime under which no 
American worker would work. It 
also means the employment of mil- 
lions of slave workers. 

Since the Soviet economy is per- 
manently on a semi-war basis 
(and the economies of the satel- 
lite states are being converted to 
that status), production has made 
the greatest advance in the heavy 
industries. The output of steel is 
reported to be currently running 
at an annual rate of about 26 
million tons, while the satellites 
are probably producing from 5 to 
6 million tons a year. The output 
of industrial raw materials, elec- 
tric power, and of machine tools 
and machinery and transportation 
equipment has also made signifi- 
cant advances, doubling and even 
quadrupling in some lines. 

As could be expected the output 
of consumers’ goods is limping far 
behind; for example, production 
of cotton cloth and shoes is still 
about 20 to 25 per cent below the 
1940 figures. The actual consump- 
tion of some of these goods, may 
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be higher, however, inasmuch ag [ 


the Soviets have been taking an 
increasing share of the consumers’ 
goods output of the satellite coun. 
tries. It is said that there are 
more Czech and East German 
goods on display in Moscow than 
in Prague or Leipzig. 

Russia’s current industrial pro. 
duction is probably equivalent of 
about 25 per cent of the current 
American industrial output. The 
whole communist orbit, including 
China, probably does not produce 
more than one-third as many in. 


dustrial goods as we do, and prob. | 


ably less than one-fifth as many 
as does the Western World (U.S, 
Canada, and Western Europe). 
The fact that the communist orbit 
gives the appearance of being 
stronger militarily is due to two 
well-known factors: (1) a larger 
share of current production is de- 
voted to military supplies, and 
(2) the World War II equipment 
has not been scrapped as in this 
country. As a result the Russians 
have been able to accumulate- 
very much like the Germans ten 
years ago—large stocks of military 
equipment, including tanks and 
aircraft. In case of a general war 
once these initial stocks of equip- 
ment and ordnance are used up, 
Russian production would quickly 
fall behind that of the West. 
The picture would, of course, be 
quite different if the Russians 
were successful in overrunning 
Western Europe quickly and in 
adding its industrial capacity to 
their own. In such a case a war 
might be long and undecisive. 
How effective bombing would 
be in crippling the war production 
of the Soviet Union is difficult to 
say. Although the Germans occu- 


pied in the last war the territory | 


which normally produced about 
60 per cent, of steel, coal, alumi- 
num, and other industrial prod- 
ucts, they never attempted any 
thorough destruction, by strate- 
gic bombing, of Russian factories 
and railway lines in the unoccu- 
pied areas. As a result the Rus- 
sians were able to move most oi 
the key plants to Western Siberia 
and Central Asia. This German 
“oversight”, and very substantial 
lend-lease (amounting to about 10 
per cent of overall Soviet produc- 
tion) permitted the Russians to 
keep their industrial production 
going at a surprisingly high level. 
It remains to be seen what they 
can do without lend-lease and 
with their cities and factories 
piastered by bombs. 
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Don’t Follow A 


“DO NOTHING” 
POLICY 


—under progressive mobilization 


A Special Invitation to 


responsible investors 


with $30,000 or more in 
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investment funds. 


































7|., foresighted investor, who seeks to safeguard his capital and keep 
it working productively, can afford to disregard the immediate effects 
and longer term implications of our changeover from a peacetime to a 
mobilized economy. 


% Allocation and controls, higher taxes, increased armament orders, credit 
curbs, price changes . . . may have important repercussions on your 
securities. Action to strengthen our military arm backed by organized 
industry may make extensive revisions in your portfolio advisable. 


x Many uncertain investors merely hold their positions unchanged and hope 
for the best — but a “do nothing” policy can be most costly in the highly 
selective market ahead. If your capital is important to you now is the time 
to take intelligent action. 


% Asa first step toward placing and keeping your account on a sound basis, 
we invite you to submit a list of your holdings to us for a confidential, pre- 
liminary analysis — if your investment funds are worth $30,000 or more. 


% 'Vithout obligation our staff will prepare a report pointing out your least 
attractive holdings and tell you why to sell them. Valuable comments will 
be offered on your diversification, income and prospects for capital appre- 
ciation. You will be told how our counsel could help you and an exact 
annual fee will be quoted. 


% Merely send us a full list of your securities, giving the size of your com- 
mitments, your buying prices and your objectives. All information will 
be held in strict confidence. 


Investment Management Service 


Backed by 42 Years of Successful Service to Investors 


NINETY BROAD STREET NEW YORK 4, NEW YORK 





A place in the sun... 


Success in any undertaking depends in large 
measure upon a knowledge of the facts. 

Facts are stubborn things, and having the 
proper facilities for getting at them and delving 
into their various shades of meaning is of prime 
importance. 

Gulf’s leadership in the petroleum industry 
is largely maintained by the never-ending search 
for facts, and their interpretation which goes on 
continuously in the buildings shown above. 


Located at Harmarville, Pennsylvania, on a 
high plateau overlooking the Allegheny River, 
Gulf’s Research Laboratory has truly won an 
enviable ‘‘place in the sun”’ in the field of petro- 
leum research. It represents the most highly in- 
tegrated unit of its kind in the world. 

The aerial view, above, does not begin to il- 
lustrate the real magnitude of the activities 
which take place in these buildings. 

Research is carried on by Gulf in every phase 
of geophysics, geology, chemistry, physics, engi- 
neering and metallurgy as applied to the dis- 
covery, production and refining of petroleum. 


More than a thousand persons work at the 
Harmarville Laboratory, while more than five 
hundred others are employed in the field gath- 
ering geophysical data. Their work has had a 
beneficial effect on the comfort, health and con- 
venience of every living American. 

For through research, Gulf finds better ways 
to discover, produce and refine oil. It finds better 
ways to utilize by-products, to improve existing 
products, and to produce new ones. 

This is one reason why Gulf is an outstanding 
company in one of America’s most progressive 
industries. 


GULF OIL CORPORATION 
GULF REFINING COMPANY 








